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Chapter 1
GENERAL

1–1. Purpose. This regulation—
a. Establishes the Department of the Army Productivity Improvement Program (DAPP).
b. ★Implements Department of Defense Directive 5010.31, Productivity Enhancement, Measurement and Evaluation

Policies and Responsibilities and Department of Defense Instruction 5010.34, Productivity Enhancement, Measurement,
and Evaluation - Operating Guidelines and Reporting Instructions, and Department of Defense Instruction 5010.36,
Productivity Engineering Capital Investments.

c. Implements Department of Defense Directive 5010.8, Department of Defense Value Engineering, and Department
of Defense Instruction 7110.2, Budget Guidance for Value Engineering.

d. DODD 5010.28, Department of Defense Management Review and Improvement Program.

1–2. Background.
a. Responsive and economical management has always been a primary Army concern. Over the years many Army

programs, both formal and informal, have stressed the urgency of doing a better job. In 1973 these various manage-
ment improvement programs were integrated into the Department of the Army Management Review and Improvement
Program (DAMRIP). Although this unification effort succeeded in eliminating duplication of effort and inter-program
competition, operating experience revealed that DAMRIP was administratively expensive and that a number of its
program elements were not paying sufficient dividends to warrant their continuation.

b. These insights on the need to streamline DAMRIP coincided with a Department of Defense effort to integrate
several related productivity improvement programs. This resulted in establishment of a permanent DOD Productivity
Program in 1975.

c. This regulation combines in one publication the policy and guidance necessary for the establishment and conduct
of the DAPP. It includes only those former DAMRIP elements which have demonstrated the potential to yield a
substantial return on investment.

1–3. Scope.
This regulation covers the policies, responsibilities, procedures and reporting instructions of the DAPP and applies to
the Active Army, Army National Guard and US Army Reserve. The applicability of each DAPP element to specific
organizations /functions is prescribed in chapters 2 through 6.

1–4. Explanation of terms.
For the purpose of this regulation, the terms in AR 310-25 and appendix B apply.

1–5. Objectives.
The objectives of DAPP are to—

a. Achieve optimum productivity improvement.
b. Reduce the overall cost of Army operations, supplies, and services.
c. Provide a capability for improving management and operating practices throughout the Army.
d. Stimulate the initiation of productivity improvement actions.
e. Attain the highest possible level of Army readiness with available resources.

1–6. Concept.
a. DAPP is designed to enhance productivity at all organizational levels through improved management and

operating practices and by stimulating the initiation of positive productivity improvement actions. The program consists
of the following elements:

(1) Productivity Measurement and Evaluation.
(2) Methods and Standards.
(3) Value Engineering.
(4) ★Productivity Capital Investments.
(5) Management Practices.
b. The program includes proven management techniques which can provide a high payoff in terms of increased

productivity, reduced costs, better service, and improved quality.
c. Effective implementation of DAPP requires well-trained, highly motivated, and highly skilled personnel. To assist

commanders in meeting this requirement, the DA Pamphlet 5-4 series has been developed (see para 6-2d).
d. Except for the Value Engineering (VE) Program, responsibility for the DAPP effort is normally assigned to

comptroller office at all organizational levels. Responsibility for VE is normally assigned where it can function
independent of specialized functional interests and provide maximum effectiveness.
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1–7. Policy.
a. DAPP will be given priority emphasis at all DA organizational levels in order to attain the highest possible level

of Army readiness with available resources.
b. Each Army MACOM/separate agency will establish a productivity program which, as a minimum, includes:
(1) A system for measuring, evaluating, and improving productivity.
(2) Use of all available means, disciplines, and techniques (such as industrial engineering, management engineering,

value engineering, economic analysis, program review and analysis, and incentive awards programs) to improve
productivity.

(3) A methods and standards improvement effort to include periodic in-depth methods reviews of all applicable
major functions and operations and appropriate use of objectively derived labor performance standards.

(4) A capital investment planning and financing program which insures the timely identification and funding of
quick return on investment opportunities.

(5) Development, evaluation, and use of productivity trend data in resource planning and control (i.e., budget
formulation and manpower requirements determination).

(6) Periodic evaluation of progress to insure achievement of appropriate levels of productivity consistent with the
attainment of effectiveness objectives.

(7) Emphasis on motivating each employee to be alert to the development and application of better ways to manage
day-to-day operations. This includes improvement of operating procedures and techniques, and elimination of duplica-
tive and unessential activities.

(8) A program to cross-train management analysts, industrial engineers, and related personnel in all DAPP disci-
plines/techniques. This cross training will allow commanders to maximize the use of management resources and help
preclude the requirement for additional personnel to handle all of the DAPP elements.

(9) Timely formal and informal recognition of individuals, groups, or organizations who contribute, in an excep-
tional manner, to increased effectiveness and economy of operations through productivity improvement efforts (see AR
6-12-20).

(10) Validation of savings reported from productivity improvement actions by an independent unit other than the
reporting unit. This is to insure that reported accomplishments are accurate and that the impact of actual costs and
savings is considered in the budget formulation and execution process.

(11) Provision of training for first-line managers/supervisors in management practices techniques (DA Pam 5-3, DA
Pam 5-3-1), as appropriate, which is included in basic supervisor training required by Civilian Personnel Regulation
(CPR) 410, Federal Personnel Manual (FPM 410-A-2e(2)).

1–8. Responsibilities.
a. Headquarters, Department of the Army.
(1) Comptroller of the Army—
(a) Serves as the Army Program Director for the DAPP.
(b) Develops and disseminates productivity improvement and value engineering doctrine.
(c) Establishes overall policy and technical guidance on the implementation of the DAPP.
(d) Disseminates instructions on the annual productivity data call and productivity goal setting efforts.
(e) Prepares and submits the annual productivity measurement and value engineering reports to OSD.
(f) Reviews, consolidates, and submits to OSD annual productivity goals developed by HQDA functional area

proponents.
(g) Provides for DA and Presidential recognition for exceptional productivity improvement efforts.
(h) Administers the Army-wide distribution of productivity and value engineering improvement ideas.
(i) Provides General Staff supervision of management practices techniques and training.
(j) Designates a productivity principal who will represent DA on productivity requirements initiated by OSD or

other Federal agencies and coordinate overall DAPP efforts.
(k) Analyzes productivity trend data and identifies functional areas needing management improvement.
(2) The Deputy Chief of Staff for Personnel—
(a) Has Army Staff responsibility for approval of all staffing guides developed by major commands.
(b) Will formulate, disseminate, and maintain Army policy on staffing guide development.
(c) Will coordinate the interface of the DAPP methods and standards effort with the staffing guide development

process.
(3) All HQDA Staff elements within their respective areas of responsibility will—
(a) Develop and submit to COA (DACA-MP) annual productivity goals and related accomplishments in their Army-

wide functional areas of responsibility (chap. 2).
(b) Submit to COA (DACA-MP) annual Army-wide productivity data in their functional areas of responsibility

which are susceptible to measurement (chap. 2).
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(c) Emphasize use of methods and standards (chap. 3), value engineering (chap. 4), and quick return on investment
efforts (chap. 5) within their areas of interest, where applicable.

(4) Chief, National Guard Bureau will issue implementing instructions modifying the DAPP to meet Army National
Guard special management, requirements.

b. MACOMs/separate agencies will—
(1) Implement an effective Productivity Improvement Program which fulfills the policies prescribed in paragraph 1-

7b and the requirements contained in chapters 2 through 6 of this regulation.
(2) Submit DAPP reports to HQDA as prescribed in paragraph 1-10 and chapters 2 through 6.
c. US Army Training and Doctrine Command-
(1) Is assigned prepotency for management practices publications to include maintenance of visual aids and

publications; i.e., DA Pam 5-3 and DA Pam 5-3-1.
(2) Is responsible for preparing management practices (MAP-TOE/TDA) subject matter for presentation to military

personnel attending Army Service Schools, NCOES, and the Sergeant Majors Academy.
d. US Army Materiel Development and Readiness Command will finance and provide DOD training in work

methods and standards; the development and use of standard data; value engineering; and productivity measurement
and evaluation.

1–9. Relationship to Civilian Supervisor Development Program.
Civilian Personnel Regulation (CPR) 400 (para 10-le, chap. 410) requires that civilian supervisors complete DA
Civilian Personnel Pamphlet (CPP) 41-B Supervisor Development Program. The Federal Personnel Manual (FPM)
issued by the US Civil Service Commission further requires that work planning and control be included in such
programs (see FPM 410-A-2e (2) and FPM 410-A-3b (4)). Accordingly, training provided through civilian personnel
offices to meet the CPR/FPM requirements should be integrated with that established by this regulation.

1–10. Reporting.
a. The DAPP reporting system requires submission of information/data for each program element. See schedule

outlined in table 1-1.
b. All MACOMs, separate agencies and HQDA Staff elements assigned responsibilities under paragraph 1-8 will

submit reports to HQDA (DACA-MP) WASH DC 20310 as outlined in table 1-1. Specific instructions for the
preparation and submission of each report are contained in the pertinent chapters.

Table 1–1
DAPP Reporting system schedule
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Chapter 2
PRODUCTIVITY MEASUREMENT AND EVALUATION PROGRAM

Section I
GENERAL

2–1. General.
a. Productivity may be broadly defined as the efficiency with which resources are utilized to accomplish a given

mission. Productivity improvement efforts are actions designed to increase productivity-increase the amount of goods
produced or services rendered (outputs) in relation to the amount of resources expended (inputs). Productivity
measurement is a determination and comparison of output-input relationships for two or more periods of time.
Productivity evaluation is an assessment of productivity changes in relation to established goals, objectives, and
resources expended.

b. Organizations must be both effective-accomplish the right things, in the right quantities, at the right times-and
efficient-accomplish the right things with the lowest possible expenditure of resources. The efficiency with which
organizations utilize all types of fund resources (operating and investment) to accomplish their mission represents total
resource productivity. The efficiency with which organizations utilize labor resources to accomplish their mission
represents labor productivity.

2–2. Scope.
The Productivity Measurement and Evaluation Program applies to those functional areas listed in figure 2-1. Normally
it does not apply to tactical (TOE) mission areas. Additional areas susceptible to coverage under this effort will be
added as warranted.

2–3. Management requirements.
Productivity measures and related analyses provide a framework for and complement the use and evaluation of other
management tools such as work measurement, methods analysis, value engineering, work simplification, quality
control, and job enrichment. Within this framework, commanders and managers at all organizational levels will—

a. Review and examine trends in order to isolate and correct problems which are blocking productive results (e.g.,
under utilization of capacity, improper distribution of work, need for more capacity).

b. Validate the quantitative output measure (unit of work) to accurately represent the work being done in the
activity, function, or organization.

c. Forecast the need and obtain the correct level of resources to accomplish mission tasks that may be expressed in
terms of output desired.

d. Develop statistical standards, factors, and relationships for use in setting goals and for monitoring the use of
resources during the execution of mission tasks.

Section II
REPORTING OF PRODUCTIVITY DATA

2–4. General.
Productivity reporting is an integral element of the DA Productivity Improvement Program. It is necessary in order to
satisfy a Government–wide requirement levied on all executive departments and agencies and to provide data for
internal DOD management purposes. Reports Control Symbol 0002-GSA-AN applies to all productivity reporting
required in this chapter. Classified data will not be reported under this requirement.

2–5. Uses.
Productivity data reported under this chapter will be used for the following purposes:

a. To provide useful management information to all levels of Government on the relative trends of the efficiency of
Army operations.

b. To disclose productivity trends by major program or functional area on a consistent basis and enable managers to
take steps to influence or change undesirable trends.

c. To provide managers with an assessment of the benefits or lack of benefits resulting from past actions, such as
investments in labor-saving equipment, automation projects, changes in organizations and systems, and changes in
workforce numbers and skill levels.

d. To integrate productivity considerations and data into the Army’s budgeting and manpower planning processes at
all organization levels.

e. To develop productivity indexes for the Federal sector.
f. To determine the extent of organizational and functional productivity coverage within Army.
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2–6. Structure.
a. As a minimum, the DA productivity program will provide for the measurement and evaluation of productivity in

each functional area listed in figure 2-1. This will require the establishment and use of summary level indicators
(performance factors) which represent true measures of the prime mission of each functional area and the accumulation
of output and input data for each indicator. Normally, a separate measurement indicator should be established for each
major product produced or service rendered within the functional area. New indicators should be established whenever
a significant change occurs in the type of products produced or services rendered. The HQDA agency proponent listed
in figure 2-1 will determine which indicators are most appropriate for the reported area. These indicators must be used
consistently throughout all Army organizations having the same or similar function.

b. Where possible, HQDA agency proponents listed in figure 2-1 will obtain Army-wide productivity data for their
functional areas of responsibility from existing manpower, financial, and functional management information systems,
or through modification of such systems (e.g., CSFOR-78 Manpower Utilization and Requirements Report, Year-End
218 Report and Technical Data Reports). New reporting systems/requirements will not be imposed on MACOMs
unless it is the only way to obtain the data. Manpower resources (both military and civilian) expended in each area will
be quantified in terms of man-years and accumulated for each indicator or allocated to each indicator on a consistent
basis from year to year.

c. COA will initiate the annual productivity reporting cycle (data call) during the first quarter of each fiscal year
covering the prior fiscal year. Special instructions will be issued, as necessary, to supplement those prescribed in this
chapter.

d. The HQDA functional area proponents listed in figure 2-1 will submit productivity data exhibits (fig. 2-2) to
COA according to the due dates indicated below. If an area has been determined to be susceptible to measurement, but
productivity data are not yet available, the proponent will report progress towards this objective and advise when
(which FY) the data will be initially reported. If an area is determined to be “Nonmeasurable,” the proponent will
develop and submit adequate rationale to support this conclusion.

Table 2–6
Productivity data exhibit due dates

2–7. Establishment of goals.
The HQDA agency proponents listed in figure 2-1 will establish demanding annual productivity improvement goals for
each functional area and monitor progress to insure their achievement.

a. Goals will be consistent with planning and programming guidance issued by OSD.
b. In setting goals for a specific FY, considerations will include planned management actions, workload projections,

and the requested budget program which will impact during the year.
c. Goals will be stated in terms of increasing efficiency rather than effectiveness (see para 2-1).
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2–8. Submission of goals.
a. HQDA functional area proponents will submit their productivity improvement goals to HQDA (DACA-MP) 20-

working days prior to the beginning of the FY, using the format shown in figure 2-3. RCS 0002-GSA-AN applies.
b. COA will review, consolidate, and prepare the goals for submission by the Secretary of the Army to the Secretary

of Defense by 31 October annually.
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Figure 2-1. Functional Areas Susceptible to Productivity Reporting
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Figure 2-2. Productivity Reporting Formats
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Figure 2-2B. Exhibit B
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Figure 2-2. Exhibit C
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Figure 2-2D. Exhibit C-1
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Figure 2-2H. Exhibit E-2
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Figure 2-3. Format for Annual Functional Area Productivity Goals.
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Chapter 3
METHODS AND STANDARDS PROGRAM

3–1. General.
a. Productivity improvement is largely dependent on an aggressive Methods and Standards (M&S) effort. This effort

will result in productivity enhancing method improvements and will assist productivity evaluation at the work center
level through the availability of detailed standards developed through the application of approved industrial/manage-
ment engineering techniques.

b. Methods analysis and improvement, work measurement, and standards development are results-oriented and
totally interrelated and interdependent. All have a direct bearing on personnel resources and their output in conjunction
with money, material, and equipment. In summary, M&S is an integrated people-oriented activity that must show
results in the form of increased productivity.

c. In recognition of the need for an M&S effort, Army established work measurement and related methods analysis
activity during the 1960’s. The most recent formal effort was labeled the Defense Integrated Management Engineering
System (DIMES). The M&S effort directed by this regulation is compatible with former DIMES efforts. It comple-
ments this effort, provides some clarifying guidance based on “lessons learned” in the past, and provides for a more
direct and positive interface with the Army’s overall productivity improvement effort.

d. M&S activity is concerned with-
(1) The analysis and improvement of existing operational methods and procedures employed in applicable functional

areas (see para. 3-2) at all organizational levels of the Army,
(2) The development of detailed performance standards applicable to tasks accomplished in accordance with

established and documented methods and procedures, and
(3) The development of a management information system to utilize these data to meet performance evaluation,

work planning and control, manpower determination, and budget preparation requirements.
e. The normal functions of an M&S staff are to analyze and improve existing methods and to measure work

performed in accordance with the improved methods. Projects requiring extensive engineering effort which exceed the
capability of this staff normally will be accomplished through other means. These engineering activities should,
however, be fully coordinated with the M&S staff during planning and implementation.

f. MACOMs/agencies will establish an M&S effort as outlined above and in accordance with the provisions of
paragraph 3-5. Responsibility and authority for this effort will be assigned to a single MACOM staff agency. Adequate
personnel resources should be provided to carry out the total M&S effort. Centralization of M&S expertise in a single
organizational entity affords both technical and managerial advantages. They are—

(1) Managerial—
(a) Provides better, more efficient control of the effort through established functional channels of communication.
(b) Reduces administrative costs.
(c) Facilitates faster, more positive responses to the commander’s desires.
(d) Minimizes the potential for fragmented responses to difficult methodology or work measurement demands.
(e) Increases the likelihood of adequate clerical and statistical support.
(f) Provides basis for more effective coordination of M&S training.
(g) Establishes framework for recruiting, training, and utilizing the M&S staff.
(h) Enhances the probability of utilizing this staff on M&S related tasks.
(2) Technical-
(a) Reduces the difficulty in maintaining a uniform and standard concept of normal performance among M&S

analysts (i.e., pace rating/leveling).
(b) Facilitates evaluation of the quality of input because of centralized control and review,
(c) Increases the probability of standard data development.
g. MACOM commanders are responsible to HQDA for M&S activity. Centralization of M&S authority, responsibil-

ity, and personnel, as described above, is normally in the comptroller organization.

3–2. Scope.
The Methods and Standards Program applies to only those functional areas which are characterized by repetitive
operations and a stable work force (e.g., industrial, maintenance, and base operations-type functions). Normally it does
not apply to tactical (TOE) units. Feasibility studies will be conducted to determine the applicability of the M&S
Program to a particular functional area/activity as prescribed in paragraph 3-5b.

3–3. Objectives.
The objectives of the Army Methods and Standards Program are to—

a. Provide for the development of performance/staffing standards through the application of accepted industrial/
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management engineering techniques, which will serve as a basis for performance measurement and resource evaluation
systems.

b. Promote increased productivity and efficiency in the use of resources, to include manpower, equipment, facilities,
materials, and funds, by improving methods, procedures, layouts, and working conditions.

c. Provide current and reliable reference data with which—
(1) Personnel staffing requirements for current and projected workload can be determined.
(2) Equipment and facility requirements can be validated for current or projected operations, and for modernization

programs.
( 3 )  P r o g r a m  e x e c u t i o n  c a n  b e  m o r e  r e a d i l y  s u b j e c t e d  t o  r e v i e w  a n d  a n a l y s i s  a t  e a c h  s u c c e s s i v e  l e v e l  o f

management.
(4) Standard cost accounting systems can be developed.
(5) Work can be scheduled and controlled.
(6) Budgets can be developed.
d. Develop a labor and production-reporting system which will provide auditable output measures for analysis and

evaluation of organizational performance and work planning and control.
e. Develop an integrated work measurement and manpower management program to justify and appropriately

distribute manpower resources.

3–4. Definitions.
The definitions applicable to this chapter are as provided in AR 310-25, DOD 5010.15.1-M, and appendix B, this
regulation.

3–5. Policies and procedures.
a. MACOMs will apply appropriate industrial/management engineering techniques to improve work methods and

procedures, establish detailed standards, and measure the efficiency with which work is performed and resources are
applied in all applicable functions and activities. Commanders will establish M&S projects based on feasibility study
findings. Detailed standards data will be structured to facilitate summarization (roll-up) to a higher order compatible
with successive levels of management for use on determining manpower, funding, and material requirements, and to
plan, schedule, and control work.

b. Documented feasibility studies (app B) will be developed and maintained for all organizational levels having
functional activities which fall within the scope of the M&S Program. Maintenance and necessary revision will be
accomplished as needed due to changes in organization, staffing, methods, procedures, and standards. An overall
review of the feasibility study will be accomplished at least every 3 years.

c. M&S activities will be fully coordinated with functional managers before, during, and after specific projects.
Proposed methods improvements will be submitted to functional managers for review, concurrence, and implementa-
tion. Methods descriptions/standing operating procedures, and detailed standards will be submitted to functional
managers for review, concurrence on methods and workload mix, and validation of the fact that, at the time the work
was measured, tasks were being accomplished in accordance with prescribed methods and that the period studied was
representative in terms of workload and mix. Nonconcurrence in either a proposed method change or on workload mix
by functional managers will be subject to further review prior to submission to higher authority for final approval.
After completion of specific projects, the results will be provided to organizations responsible for manpower require-
ments and utilization, mission and organization, position and pay management, and budget matters, as appropriate.

d. There are two primary purposes for methods analysis. They are—
(1) To improve methods in response to a need as proposed by functional management, as identified by a feasibility

study, or as highlighted from other sources such as external reviews, audits, and inspections.
(2) To standardize and document methodology and to familiarize the M&S analyst with the task to be measured

prior to work measurement and standards development in order to assure that reasonably efficient methods arc used.
e. Methods analysis will be conducted prior to the development of detailed standards. Upon implementation of

methods improvements resulting from this analysis, an appropriate learning period should be allowed prior to the
establishment of performance standards.

f. Trained M&S analysts (industrial engineers/technicians and management analysts) will conduct systematic, organ-
ized methods analyses and develop standards. As a minimum, analysts should have successfully completed the US
Army Management Engineering Training Agency (USAMETA) Defense Work Methods and Standards Course before
measuring work and setting standards, and the Defense Work measurement and Standard Time Data (DWMSTD)
Course before utilizing DWMSTD data in setting standards.

g. Functional managers will coordinate organizational, staffing, equipment, layout, or procedural changes with the
M&S staff. They will assist in development of work units and work activity definitions. This is necessary to confirm
anticipated benefits and to maintain control of and assure the validity of man–hour standards.

h. Detailed standards will be categorized as either engineered or Nonengineered (see definitions in app B). Because
the cost to develop a standard normally determines the precision of the standard and engineered standards are more
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precise than nonengineered standards. The determination of the mix of engineered and nonengineered standards will be
based on economic factors and local requirements. Once determined, the appropriateness of the mix will be reviewed
periodically, as will the validity of the standards themselves. As a minimum, this will be accomplished at least every 3
years and will consist of a review of methods and a determination of work measurement feasibility. Once established,
detailed standards will not be changed unless methods change, or a change in the mix of tasks which constitute the
basic work unit occurs.

i. Once detailed standards are developed and are properly maintained, they will be used to develop summary
standards for support of local manpower requirement determinations and eventual summarization to DA Staffing Guide
yardsticks. Both DA Staffing Guide yardsticks and local summary standards developed in accordance with this
regulation may exist for a given function. If, during a manpower survey, their application yields different determina-
tions of manpower requirements, the detailed and related summary standards will be examined jointly by the manpower
survey team, M&S, and functional personnel to assure validity. When validated, summary standards will be used in
lieu of the DA Staffing Guide yardsticks to develop recommended manpower requirements. The application of
summary standards to determine manpower requirements will be limited to those installations or activities for which
they were developed and/or for which they have been validated through the manpower survey process described above,
or through the evaluation of an Interim Schedule X (AR 570-4). Commands or activities having manpower survey
approval authority will determine whether there are standards summarizations appropriate for use as DA Staffing Guide
yardsticks and will submit, as applicable, a recommended change to an existing DA Staffing Guide or a proposed DA
Staffing Guide for an organization and its functions not included in the current DA Staffing Guide program.

j. By the very nature of their work, M&S analysts should be directly involved in the Army’s Quick Return on
Investment Program (chap. 5). They should be a prime source of quick-return projects through their methods analysis
effort. The development and use of man-hour performance standards will support the evaluation of quick return
projects.

k. All M&S activity will be supported by, appropriate documentation. Methods analysis results will include, as a
minimum, detailed methods description of both the present and proposed method, the benefits to be derived from
implementation of proposed improvements, and, as appropriate, the status of implementation up to and including actual
results, when available. Man-hour performance standards will support, as applicable, by—

(1) Time study rating sheets and computations, including allowances and adjustments.
(2) Flow charts and methods descriptions.
(3) Sketches of layouts, tools, and equipment where they influence methods and standards.
(4) Standard time data sheets.
(5) Pace-rated work sampling sheets.
(6) Source of data.
(7) Individuals participating in the development of technical estimates.
(8) Standards summary sheets giving the name and adequate description of the standard, the work unit, and related

tasks; the point of count; the point of audit; the production rate per hour; the standard in decimal hours; date
established: organization and/or cost work center; and authorization/concurrence/non-concurrence by competent author-
ity with dates of actions.

l. Administrative costs can be reduced if host installations will provide M&S support for tenant activities. The host
installation’s M&S office will provide this support to Army tenants and National Guard and Army Reserve units upon
request. Support will be in accordance with priorities based on feasibility studies and economic analyses and should be
formalized between MACOMs by a written agreement. If the local commanders cannot agree on M&S support
arrangements, the matter will be referred through channel; to their MACOM headquarters for resolution. If the
MACOM commanders cannot reach agreement, the matter will be referred to HQDA (DACA&MP), for resolution.

m. Maximum utilization of man-hour performance standards will be accomplished concurrently with implementation
of standard methods to the maximum degree practical. Functions which could reasonably be expected to be accom-
plished at more than one installation within a MACOM, or throughout more than one MACOM, will be considered
candidates for MACOM-wide or Army-wide performance standards. Army/MACOM-wide standards will be developed
to the maximum extent practicable and coordinated with MACOM/agency manpower and budget personnel and HQDA
(DACA-MP).

n. Detailed standards will be structured by the M&S staff so that they will assist manpower, budget, functional, and
managerial personnel at all levels. Work units must be coordinated with all potential users of the detailed and summary
standards to be developed. Every effort should be made to develop this capability related summary standards will be
examined jointly by the manpower survey team, M&S, and functional personnel to assure validity. When validated,
summary standards will be used in lieu of the DA Staffing Guide yardsticks to develop recommended manpower
requirements. The application of summary standards to determine manpower requirements will be limited to those
installations or activities for which they were developed and or for which they have been validated through the
manpower survey process described above, or through the evaluation of an Interim Schedule X (AR 570-4) Commands
or activities having manpower survey approval authority will determine whether there are standards summarizations
appropriate for use as DA Staffing Guide yardsticks and will submit, as applicable, a recommended change to an

18 AR 5–4 • 1 August 1982



existing DA Staffing Guide or a proposed DA Staffing Guide for an organization and its functions not included in the
current DA Staffing Guide program.

j. By the very nature of their work, M&S analysts should be directly involved in the Army’s Productivity Capital
Investment Programs (chap. 5). They should be a prime source for fast payback projects analysis effort. The
development and use of man-hour performance standards will support the evaluation of quick-return projects.

k. All M&S activity will be supported by appropriate documentation. Methods analysis results will include, as a
minimum, detailed methods description of both the present and proposed method, the benefits to be derived from
implementation of proposed improvements, and, as appropriate, the status of implementation up to and including actual
results, when available. Man-hour performance standards will be supported, as applicable, by—

(1) Time study rating sheets and computations, including allowances and adjustments.
(2) Flow charts and methods descriptions.
(3) Sketches of layouts, tools, and equipment where they influence methods and standards.
(4) Standard time data sheets.
(5) Pace-rated work sampling sheets.
(6) Source of data.
(7) Individuals participating in the development of technical estimates.
(8) Standards summary sheets giving the name and adequate description of the standard, the work unit, and related

tasks; the point of count; the point of audit; the production rate per hour; the standard in decimal hours; date
established; organization and /or cost/work center; and authorization/concurrence/non-concurrence by competent au-
thority with dates of actions.

l. Administrative costs can be reduced if host installations will provide M&S support for tenant activities. The host
installation’s M&S office will provide this support to Army tenants and National Guard and Army Reserve units upon
request. Support will be in accordance with priorities based on feasibility studies and economic analyses and should be
formalized between MACOMs by written agreement. If the local commanders cannot agree on M&S support arrange-
ments, the matter will be referred through channels to their MACOM headquarters for resolution. If the MACOM
commanders cannot reach agreement, the matter will be referred to HQDA (DACA-MP) for resolution.

m. Maximum utilization of man-hour performance standards will be accomplished concurrently with implementation
of standard methods to the maximum degree practical. Functions which could reasonably be expected to be accom-
plished at more than one installation within a MACOM, or throughout more than one MACOM, will be considered
candidates for MACOM-wide or Army-wide performance standards. Army/MACOM-wide standards will be developed
to the maximum extent practicable and coordinated with MACOM/agency manpower and budget personnel and HQDA
(DACA-MP).

n. Detailed standards will be structured by the M&S staff so that they will assist manpower, budget, functional, and
managerial personnel at all levels. Work units must be coordinated with all potential users of the detailed and summary
standards to be developed. Every effort should be made to develop this capability while providing for standards
summarization at the Army Management Structure code level M&S effort using performance factors identified in AR
37-100-FY. The attainment of these goals will require close cooperation and total coordination between manpower,
budget, functional, and M&S personnel.

o. Guidance for M&S staffing is available in very broad terms, based on work measurement effort. Normally, one
M&S analyst is adequate for each 100 personnel susceptible to engineered standards coverage or for each 400
personnel susceptible to nonengineered standards coverage. Local adjustment factors have to be developed for stand-
ards maintenance, and administrative effort.

p. MACOMs will develop procedures whereby M&S data will be made available to functional managers on a
regular basis. M&S personnel should coordinate with functional managers during development of procedures for
displaying these data in the most useful format possible. As a minimum, a periodic work center report should portray
work units accomplished, the standard for the work unit, the resulting earned hours, the actual hours required to
produce the work units, and the resulting efficiency index. The performance goal will be 100 percent efficiency with an
acceptable tolerance range not exceeding = 20 percent. This does not preclude the establishment of closer tolerances for
engineered standards.

q. Provisions for optimum use of standard data will be made. Sources will include standard data developed through
the Defense Work Measurement Standard Time Data Program (DWMSTDP) and published in DOD 5010.15.1-M.

r. Savings resulting from M&S actions will be validated to attest to their accuracy, authenticity, and acceptability.
Each reported savings will include a budget officer’s verification of the accuracy of the computation used to develop
the savings and the planned utilization of the savings and its impact on the budget.

3–6. Responsibilities.
a. The Comptroller of the Army—
(1) Has Army Staff responsibility for the M&S effort.
(2) Will administer and provide technical direction for the program, Army-wide.
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(3) Will formulate, establish, disseminate, and maintain Army policy on M&S activity.
(4) Will designate a full-time manager of the M&S effort to disseminate policy on his behalf and to serve as Army

point of contact for M&S activity.
b. MACOM commanders will—
(1) Designate a single staff element as the technical authority on M&S activities.
(2) Provide positive command and staff support for the development, implementation, maintenance, and utilization

of the products of the M&S effort, as prescribed by this regulation.
(3) Assign an adequate M&S staff and assure effective utilization in accordance with this regulation.
(4) Establish controls to insure that M&S policies and procedures as prescribed in paragraph 3-5 of this regulation

are implemented.
c. The Commander, US Army Materiel Development & Readiness Command, will develop and distribute Army-

wide a quarterly schedule of on-site M&S training courses at least 30 days in advance of scheduled training dates.

3–7. Army facilities engineering.
A comprehensive work management system is currently operative incorporating AR 420-17, Facilities Engineering-
Work Management; DA Pam 420-6, The Work Management System; and DA Pam 420-4, Work Sampling. The Chief
of Engineers is the proponent for Technical Bulletins 420-1 through 420-32, which are the Engineered Performance
Standards for Real Property Management. The Comptroller of the Army is responsible for the overall monitorship of
the DOD Productivity Program. The Chief of Engineers will continue to rely on comptroller channels, as required for
monitorship, to assure that the work management system meets the requirements of both this regulation and the
engineered performance standards established by the Chief of Engineers.

3–8. Reporting requirements.
a. MACOMs/ agencies will submit fiscal year data semi-annually using DA Form 4525-R (fig. 3-1) to HQDA

(DACA-MP), WASH DC 20310. DA Form 4525-R will be reproduced locally on 8 inch by 10-1/2 inch paper.
Definitions are IAW in paragraph 3-4. Reports are due not later than 30 days after the end of the reporting period (i.e.,
30 April and 30 October, annually). RCS CSCOA-19 applies.

b. Guidance for completing DA Form 4525-R (fig. 3-1) follows. Note: All entries are cumulative from the beginning
of the fiscal year to the end of reporting period.

(1) Item 1. Enter reporting period.
(2) Item 2. Check type of report.
(3) To: Self-explanatory.
(4) From: Name of reporting MACOM/agency.
(5) Item 3. Number of personnel whose job assignment is full-time to the reporting MACOM/agency’s M&S effort

(i.e., work measurement technicians and their supervisors, including personnel who may be assigned full-time to M&S,
but who actually devoted less than full-time because of special details, TDY, etc.).

(6) Item 4. Enter the total man-hours devoted to planning, directing, executing, and maintaining methods and
standards. Include assigned personnel from Item 3.

(7) Item 5. Enter the number of M&S analysts trained during the reporting period.
(8) Item 6. Enter the number of personnel other than M&S analysts who attended M&S courses during the reporting

period.
(9) Item 7. Report validated savings to DOD for the current fiscal year and the next fiscal year.
(10) Item 8. Enter the number of method improvement proposals implemented with savings to DOD of less than

$10,000 and more than $10,000 savings.
(11) Item 9. Enter total number of MACOM/agency authorized military and civilian spaces (*) susceptible to

engineered/nonengineered standards.
(12) Item 10. Enter the number of MACOM/agency military and civilian (*) authorized spaces covered by engi-

neered standards.
(13) Item 11. Enter number of MACOM/agency authorized military and civilian spaces covered by nonengineered

standards.
(14) Item 12. Enter number of MACOM/agency military and civilian (*) spaces covered by other than engineered

and nonengineered standards.
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(15) Enter the name, grade, title, and signature of approving official and approval date.

(*) Includes US direct hire and foreign direct and indirect hire.

Figure 3-1. DA Form 4525-R
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Chapter 4
VALUE ENGINEERING PROGRAM

4–1. Purpose.
This chapter provides guidance, establishes policies, and assigns responsibilities for planning, staffing, funding,
implementing, directing, accelerating, and maintaining an effective Department of the Army Value Engineering (VE)
Program.

4–2. Scope.
The VE Program applies to the Chief of Engineers, US Army Ballistic Missile Defense Program Office, US Army
Materiel Development and Readiness Command, US Army Security Agency, and US Army Communications Com-
mand. It also applies to other MACOMs/agencies when they determine that implementing a VE program will produce
economic benefits.

4–3. Definitions.
VE terms are explained in appendix B.

4–4. General.
The purpose of VE is to direct an organized effort to analyze the functions of Army systems, operations, maintenance,
equipment, facilities, procedures, methods, and supplies to insure that these functions are achieved at the lowest total
cost of effective development, production, maintenance, and/or ownership consistent with requirements for perform-
ance, reliability, quality, maintainability, and safety.

4–5. Policy
a. Army organizations/activities will apply VE in-house to improve military worth or reduce costs, wherever it is

advantageous. VE will be used to eliminate unnecessary costs in all phases of the life cycle of Army materiel. HQDA
will assign VE goals to appropriate MACOMs/agencies. These goals will be suballocated to functional and project
managers and technical decision points will be established as necessary for the objective and prompt technical
evaluation and processing of VE Proposals (VEP) and VE Change Proposals (VECP). Results achieved will be
documented at the originating level of the VE action and reported.

b. Funds will be identified and allocated to pay for VEPs, VECPs, testing, and other costs arising from VE.
c. VE provisions will be included in all contracts for supplies, services, facilities, and materiel as provided in

Section I, Part 17, of the Armed Services Procurement Regulation (ASPR). To maximize the benefits from VEPs and
VECPs, the objective evaluation and processing of-

(1) VEPs and VECPs affecting configuration identification documentation will be expedited in accordance with AR
70-37, Configuration Management.

(2) VEPs and VECPs not affecting configuration identification documentation will be expedited in accordance with
MACOM/agency requirements. In either instance, the originator of a proposal will be notified within 45 days of the
proposal receipt date whether it has been accepted or rejected, or will be furnished a decision target date when
additional time is required to fully evaluate the proposal. When a VEP or VECP involves a Federal or military
specification, and the action to change the specification cannot otherwise be accomplished, MACOMs and activities
will notify the specifications preparing activity by use of DD Form 1426, as outlined in DOD Manual 4120.3-M.

d. A centralized identifiable VE management capability will be established in those MACOMs/agencies identified in
paragraphs 4-2 and 4-7c. To maintain a VE capability, staffing guidance is provided for MACOMs and agencies
responsible for implementing the principles and applications of VE in accordance with the objectives and policies
contained in this regulation. Normally, this function requires one full-time VE action officer for each 500 personnel up
to 2000 and one additional VE action officer for each 1000 thereafter.

e. VE will be given full recognition, primary emphasis, and support by commanders, technical directors, program
and project/product managers, and chiefs of operating agencies having responsibility for research, development, test,
and evaluation, procurement, production, product assurance, operations and services, maintenance, supply, transporta-
tion, construction, storage, and final disposition of Army materiel and facilities.

f. Successful development and processing of VE actions will require the coordinated action of functional and
project/product management organizations.

g. Military and civilian personnel performing in VE will receive formal training in the principles and applications of
VE.

h. Materiel and items of equipment in logistics support status will undergo VE review on a selective basis, based on
a high rate of return potential. When redesign of an end item or component is initiated, VE techniques will be used in
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preparing the redesign. VE considerations will be integrated with product improvement proposals submitted to HQDA
for approval (AR 70-15).

i. A plan to conduct VE on a systematic basis for each RDTE project will be established and included in Section III,
Plans for System Development of the Development Plan (AR 70-27). The plan will form an integral part of Section III,
Technical Development Plans, and will include a time-phased schedule to conduct VE during the development phase.

j. VE principles and methodology will be used throughout the conceptual, validation, development, production, and
deployment phases, including operations, maintenance, and rebuild of the materiel life cycle to promote the fielding of
equipment with optimum life cycle cost effectiveness.

k. Approved VE changes will be included in the technical data package of the item/system and used with future
contracts and other materiel to which such changes may apply. Approved VE changes to items/systems subsequent to
type classification will be reflected in the technical procurement data to be used for future procurement of those or like
items/systems. Such VE changes will be screened to determine whether type reclassification is required under the
provisions of AR 71-6. When VE changes are not approved, the VE files will be documented to indicate that
consideration was given to the proposed design change and the reasons why the design improvements could not be
used.

l. Maximum use will be made of VE task teams, representing required functional disciplines, when in-house VE
studies are performed. Other organizations will provide their specialized capabilities as necessary to the VE process.
The centralized VE organization will assist functional and project/product management organizations in performing VE
to reduce cost of materiel, functions, operations, maintenance, and services.

m. A study/project may only be reported as an in-house VE study if it was identified to or by a designated higher
management level in writing as a VE project prior to presentation of specific proposals for decision, and the project
was accomplished or assisted by personnel qualified by VE training, or if written evidence of application of VE
discipline is available (i.e., functional analysis, evaluation of worth, cost comparisons, etc.). Internal VE proposals must
be the result of VE studies.

n. Reported VE savings actions will be validated to attest to the accuracy, authenticity, and acceptability of each
reported savings including a budget officer’s verification of the accuracy of the computation used to develop the
savings and the planned utilization of the savings and its impact on the budget.

4–6. Objectives.
The objectives of VE are to—

a. Reduce the overall cost of Army operations, supplies, and services by—
(1) Eliminating or modifying unessential characteristics and functions.
(2) Extending financial, manpower, and materiel resources.
(3) Fostering timely adoption of economically advantageous technical changes.
(4) Simplifying Army materiel with consequent general improvements in operational availability and logistic

support.
(5) Instilling cost consciousness in Army personnel.
b. Obtain total value improvement in research, development, procurement, product assurance, construction, opera-

tions, maintenance, and production.

4–7. Responsibilities.
a. The Comptroller of the Army (COA) will—
(1) Be responsible for Army-wide management of the Department of the Army VE Program; formulate, establish,

and maintain Army policy on VE.
(2) Furnish budget guidance to MACOMs/ agencies to assure that the VE Program is funded at a level which will

realize its optimum potential. Develop and provide for funding of VE expenses when the time period or fiscal account
in which savings accrue will not coincide with the time period or fiscal account in which the cost of the Army
investment of share payments to a contractor occur.

(3) Designate a full-time VE Program Manager to develop and manage the Army’s VE Program and serve as Army
point of contact on VE matters with Office of the Secretary of Defense, other DOD components, other Government
agencies, industrial associations, and professional and technical societies.

(4) Provide a DA representative to the DOD VE Committee.
(5) Establish and maintain an active and aggressive in-house and contractual VE Program, and assign such resources

to the program as may be necessary to achieve its goals and objectives.
(6) Plan, program, direct, and coordinate the use of VE in research, development, procurement, product assurance,

design/construction, operations, maintenance, and production.
(7) Establish Army VE goals, measure progress against these goals, and evaluate the effectiveness of the VE

Program.
(8) Promote and maintain a high level of professional VE competence within the Army. Assure that key personnel
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receive training consistent with their responsibilities and career programs. Assure that adequate VE training programs
are established and are current.

(9) Assure that contractor VECPs are objectively and expeditiously evaluated and that contract modifications
implementing approved VECPs are accomplished expeditiously.

(10) Review Army–wide VE personnel resources of MACOMs/agencies and take action to assure that adequate
resources are available to support an effective VE Program.

b. The Deputy Chief of Staff for Research, Development, and Acquisition will—
(1) Designate an R&D VE coordinator to act as point of contact on VE R&D matters.
(2) Provide management emphasis to insure the application of VE to assist in meeting design–to–unit production

cost (DTUPC) targets.
c. The Chief of Engineers, the US Army Ballistic Missile Defense Program Office, and Commanders of US Army

Materiel Development and Readiness Command, US Army Security Agency, and US Army Communications Com-
mand will—

(1) Establish and maintain an active and aggressive VE Program, including an in–house and contractual VE effort,
and assign such resources to the program as may be necessary to achieve assigned goals and objectives.

(2) Designate a qualified individual to be the VE Program Manager (VEPM). VEPM positions at MACOMs will be
full-time assignments. The VEPM will be delegated authority to conduct an effective VE Program and will be
supported by an identifiable VE organization with resources and staffing to effectively carry out responsibilities
hereinafter enumerated.

(3) Assure that in-house VE studies are identified and conducted in a timely fashion on systems, equipment,
facilities, procedures, and supplies throughout their life cycles if they have significant potential for reducing costs and
increasing military worth.

(4) Establish a capability and conduct VE “mixed skill” task team studies within Army and contractor organizations
to reduce high cost areas or which are over design-to-cost targets.

(5) Integrate the use of VE principles in RDTE projects.
(6) Insure that VE assists in establishing DTUPC targets and in tracking and achieving them from R&D through

initial production of the mission systems/items.
(7) Integrate the use of VE principles during the design, construction, operation, and maintenance of Army facilities.
(8) Integrate the use of VE principles during the operation and maintenance of Army equipment, systems, and

procedures to the maximum degree possible as a responsibility of the operational commands.
(9) Identify high cost areas and assure that resources are made available to perform VE analysis to lower the costs.
(10) Monitor contractor VE Program requirement clause performance to insure contract compliance and determine

progress of resultant savings versus program cost.
(11) Continually encourage contractors to submit technically sound VECPs. Responsibility for major portions of this

VE effort shall be assigned to line and project managers, program directors, and contracting officers.
(12) Insure establishment of necessary controls to assure objective and expeditious processing of VECPs
(13) Insure that cognizant design and engineering support elements participate in the development and evaluation of

in-house VE proposals.
(14) Allocate VE goals down to operating levels (project and line management organizations).
(15) Establish a means for cross-feeding those VEPs and VECPs, which have potential for application within their

command. Forward those VEPs and VECPs to HQDA (DACA-MP) which have potential for application throughout
the Army.

(16) Conduct periodic management reviews of VE activities in order to place increased emphasis and priority on in-
house VEPs and contractor-originated VECPs, which have cost savings potential. This will include, as a minimum—

(a) In-house VE results.
(b) Results from use of VE contract provisions.
(c) Processing time for evaluation of and action on VEPs and VECPs which require Government approval.
(d) The number and status of formal in-house VE projects at the operating level.
(e) Cross-feed of VEPs and VECPs to other Army activities.
(17) Insure that managers, architects, engineers, technicians, buyers, auditors; logisticians, contracting officers, and

negotiators understand Army VE objectives, precepts, policies, goals, methods, contract incentives, and program clause
provisions. VE courses listed in the Defense Management Education and Training Catalog, DOD 5010.16-C, or
specialized VE courses will be utilized as appropriate for military and civilian personnel engaged in VE activities.

(18) Submit appropriate VE projects for referral through DA channels to the DOD Product Engineering Services
Office (PESO) for study (app D).

(19) Sponsor projects to develop new and improved VE techniques and communicate such techniques to HQDA
(DACA-MP) WASH DC 20310. Any such projects qualifying under the definition of research or technical develop-
ment will be appropriately identified in the Army RDTE programs, as prescribed in AR 70-45.
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(20) Publicize benefits achieved through VE and recognize accomplishments by Army personnel performing VE.
(21) Prepare semiannual statistical summary of VE actions in accordance with the provisions of paragraph 4-11.

4–8. Precepts.
a. Reductions in cost are frequently possible due to advances in technology, additional information from testing,

user feedback, and changes in user requirements.
b. The VE discipline represents an intensified examination of that portion (generally 10-20 percent of a system,

equipment, item, or procedure) which is highest in cost or lowest in military worth. It provides specific techniques
(identification and analysis of functions, cost. targets, and cost visibility) to improve the economic efficiency of the
engineering (or systems engineering) process. As such it can be used to assist in financial management of technical
requirements.

c. The VE discipline can be applied profitably to systems, equipment, items, facilities, supplies, and procedures
being designed, developed, procured, produced, operated, maintained, modified, and stored.

d. VE should be accomplished as early as possible (e.g., before design release) to maximize savings. However, later
VE is precluded only in those rare instances where the cost of the VE effort and subsequent implementation would be
greater than the savings potential. While later VE normally increases implementation costs and, may affect smaller
quantities, such deterrents are frequently more than offset by advances in technology, additional available information,
etc.

e. Special consideration and emphasis must be given during the operational cycle of equipments that were not
specifically developed for a major purpose (i.e., commercial equipment procured with modification and/or changes to
fulfill a DOD need). Very often the operation and maintenance of this type of equipment, over the life cycle, represents
a far larger investment over the original equipment buy and/or installation costs. Under these conditions, the VE
emphasis must be applied primarily to the operations and maintenance cycle to include procedures, processes,
operational concepts, etc., as this (contrary to the emphasis in R&D and production of DOD development equipment as
discussed above) represents a most fruitful area for savings in the described situation.

f. Since most of the design and manufacture of Defense materiel is accomplished by industry, use of VE contract
provisions is necessary to supplement internal Army VE activity.

g. Proper application of the VE discipline and VE contract provisions can contribute to-
(1) Making essential requirements economically feasible.
(2) Avoiding cost growth.
(3) Economically updating items in the inventory.
(4) Simplifying Defense materiel, with attendant improvements in capability and readiness.
h. VE discipline and VE contract provisions provide individual architects, engineers, technicians, and managers with

specific capabilities for fulfilling their responsibilities to meet performance and schedule requirements and minimum
cost goals.

i. The VE discipline can be applied by the individual, team, or task force approach, depending on local operating
circumstances.

j. VE benefits can be measured in both dollar and technical terms. Periodic management reporting of VE cost
savings can provide an indicator of the relative cost consciousness of personnel and organizations. Technical benefits,
such as improvements in reliability, maintainability, human factors, performance, and weights, may be identified
separately, but are not generally quantified or reported in summary form.

4–9. Budget guidance.
In recognition of the overall cost benefits to be derived, it is the policy of the Army to include in all budget estimates
and operating budgets such amounts as are necessary to pay for VEPs, VECPs, testing, and other costs arising from
VE.

4–10. Budget procedures.
a. A formal budgeting schedule will be established whereby funding requirements for VE will be developed and

submitted annually through the command VE program manager and comptroller, to justify fiscal year VE funding.
b. Where applicable, a deferred cost job order will be established in the 1900 series of a general ledger account as

prescribed in AR 37-110. Deferred charges may be carried from one fiscal year to another on a specific study, but must
be closed into an expense account at the determination of negative savings or the end of the second fiscal year,
whichever comes first.

4–11. Reporting requirements.
a. MACOMs/agencies responsible for processing and evaluating contractor-originated VECPs and/or in-house VEPs

will submit semi-annually to HQDA (DACA-MP) WASH DC 20310 a statistical summary of VE actions (RCS DD-
I&L (SA&A) 1138) in the format shown in figure 4-1. Two copies of the semi-annual and annual report will be
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forwarded to reach HQDA within 30 days after the end of the reporting period (i.e., 30 April and 30 October,
annually).

b. Guidance for completing the VE Statistical Summary. See figure 4-1.
Note.All entries are cumulative from beginning of fiscal year to end of reporting period.
(1) Item A. Name of reporting MACOM/agency and the FY period covered in the report—
(2) Item B. Number of full-time VE personnel, excluding clerical or secretarial, on board at the end of the FY.
(3) Item C. Number of personnel trained during the reporting period.
(4) Item D. Prior to initiation of production includes any VE activity during concept, formulation, and design and

development prior to initiation of pilot or full-scale production. After initiation of production, includes VE activity in
operations, maintenance, or overhaul facilities.

(5) Item D4. Report the estimated gross dollar value of proposals accepted in D3. The estimated base should be one
full year from the date of implementation of the proposal. Note that date of implementation may be later than the date
of approval. Estimated savings from a proposal during development but implemented in production should be reported
under “Prior to initiation of production.” When reporting savings in this column, report estimated gross dollar value of
proposals approved in D3 when savings can be estimated in a verifiable manner against some designated baseline.
Otherwise report in D1, D2 and D3, but not D4.

(6) Item D5. Report only direct, nonrecurring investment costs to develop, test, and implement proposals approved
in D3. Do not include administrative or overhead costs.

(7) Item D6. Compute return on investment by dividing D4 by D5.
(8) Item E. Report all VECPs received under both Incentive clauses and Program Requirement clauses.
(9) Item E3. The sharing period will vary according to the length of contract and the nature of the VECP. A VECP

for reduced data reporting in a development contract will provide a one-time savings on the current contract, since no
savings will occur in future production. Sharing on other VECPs, such as changes to hardware, will normally be 3
years, or the remainder of the contract, whichever is greater. Sharing on such VECPs begins with acceptance of the
first item incorporating the VECP. Include estimates of collateral savings, if any, for one full year.

(10) Item E4. Report direct government and contractor costs to develop, test, and implement proposals approved in
E3.

(11) Item E5. Compute return on investment (divide E3 by E4.
(12) Item F. Report the number of VE Program requirement clauses placed on contracts during this reporting period.
(13) Item G. Report funds in dollars set aside this FY for VE investment. (No personnel or overhead costs. Include

direct costs such as development, implementation, and testing for specific projects.)
(14) Item H. Identify all Army programs with estimated RDTE cost in excess of $50 million or estimated production

cost in excess of $200 million that are in full-scale development or production. Report data required for each program.

26 AR 5–4 • 1 August 1982



Figure 4-1. Format for Statistical Summary of VE actions.

Chapter 5
PRODUCTIVITY CAPITAL INVESTMENT PROGRAMS

5–1. Purpose.
This chapter prescribes policies, procedures, responsibilities and reporting requirements for the following Productivity
Capital Investment Programs:

a. Quick Return on Investment Program (QRIP).
b. OSD Productivity Investment Funding (OSD PIF).
c. Productivity Enhancing Capital Investment Program (PECIP).

5–2. Applicability and Scope.
a. Applies to all Army organizations (TDA and TOE units), except:
(1) Nonappropriated fund activities are not authorized to participate unless the productivity improvement results in

the savings of appropriated funds.
(2) Industrially funded activities are ineligible to participate unless OSD PIF projects require Military Construction,

Army (MCA) funding.
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b. These provisions encompass the acquisition or lease of equipment and facilities to improve the productivity of
Army activities. This includes major facilities, equipment, or process modernization efforts, as well as efforts to
improve the performance of individual jobs, tasks, or operations.

5–3. Objectives.
a. Productivity Capital Investment Programs are designed to reduce operating costs through timely investments for

capital tools, equipment and facilities. The concept is to dedicate a portion of the budget toward productivity initiatives
that recover savings frequently lost due to delays in the budget process or because of competition from higher priority
mission requirements.

b. The programs are not intended to provide substitute funding for capital investments, but to supplement the regular
budget when funds are inadequate to support worthwhile productivity improvements. For example, Base Level
Commercial Equipment (BCE) may also meet the funding criteria under the Productivity Capital Investment Programs.
If BCE or other funds are not available in the near term, the items may be considered for funding under one of the
programs. As indicated in figure 5-1, criteria differ for each program, but the objective is the same “to increase
productivity, reduce costs, save manpower, and improve readiness.” Actually, the program impact significantly in the
Four Pillars of Defense (Readiness, Modernization, Sustainment and Force Structure).

c. The Capital Investment Programs also serve as a pillar in the Army’s Economies, Efficiencies and Management
Improvement Program (EEMI) in its quest for more effective use of capital and human resources. As such, the Capital
Investment Programs must function as an integral part of the Planning, Programming and Budgeting System (PPBS).

5–4. Policies and Procedures.
The programs all surface funding requirements for productivity improvements that amortize in a specified period. Each
program will be discussed separately; however, these policies and procedures apply to the three programs unless
otherwise specified.

a. Identification of capital investment opportunities.
(1) A systematic approach should be used to identify ways for enhancing the overall operation. All personnel should

be aware of the most efficient tools, equipment and processes within respective areas of responsibility. New ideas may
be obtained through attendance at equipment demonstrations, through publications reflecting the latest state-of-the-art,
and through the HQDA Idea Interchange Program outlined in paragraph 6-5. New ideas may also be found through the
Incentive Awards/Suggestion Program.

(2) A thorough review of in-house operations can also be beneficial, e.g., a review of TDA equipment approved, but
not on hand; areas affected by directed manpower reductions when validated requirements remain and the function
could possibly be performed with equipment; areas using borrowed military manpower; a review of maintenance and
repair costs; and a review of supply bulletins.

(3) Unfinanced requirements from prior budgets may be considered for funding under the Capital Investment
Programs, provided specific program criteria are met; the requirements are still valid; and funding was denied because
of shortfalls involving other higher priority requirements.

b. Determining correct appropriations. Appropriations applicable to each capital investment program are outlined in
figure 5-1. Proponents of project submissions must first identify the correct type of funding for that particular
expenditure and then select the investment program applicable. The same funding and acquisition guidance used for
determinations under normal circumstances apply to capital investment programs. For example, only RDTE funds will
be used in research and development activities.

c. Projects will be submitted on DA Form 5108-R (Documentation for Productivity Capital Investment Programs).
This form meets economic analysis requirements in accordance with AR 11-28.

d. Cost savings and benefits. Differentiation should be made between reduction of costs (resource inputs) and
increases in benefits (outputs). The purpose of any expenditure of resources is to attain an objective of some type e.g.,
products, services, cleaner environment or increased safety. These results or outputs of resource expenditures are
defined as “benefits.” In the case of an existing process or operation, quite often the resource mixture is adjusted
(replacement of labor input with modern equipment) while the outputs or benefits remain relatively constant. If this
adjustment results in a lower dollar value of required resources, a “cost savings” has been effected.

e. Cost/benefit derivation. All costs and savings/benefits for project proposals will be summarized in accordance
with the instructions for DA Form 5108-R, appendix H, section I. The Productivity Capital Investment Programs
addressed herein also utilize DA Form 5108-R to evaluate the cost effectiveness of alternatives under consideration.
The derivation and sources of all estimates used in the documentation must be included in the project submission. The
provisions and concepts of AR 11-28 will be used for matters not specifically addressed by this regulation relative to
deriving costs and benefits.

f. Savings versus cost avoidance. The results from Capital Investment Programs will be categorized for the Army’s
EEMI reporting, based on the following:

(1) Savings:
(a) Hard savings: Those approved savings that result from new, improved, or intensified management practices and
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actions taken by DOD components. Hard savings result in lower dollar or manpower levels than were previously
approved in program budget documents. All hard savings will be measured from an OSD established baseline. To
qualify for reporting, savings must be documented; measured in terms of dollar and authorized manpower values and
where appropriate, in terms of quantity and unit prices; and be subject to verification. Hard savings are further
categorized as either “realized” (current year) or “budgeted” (budget year).

(b) Programmed savings: Those approved savings which reduce requirements for resources for the programmed
years and measured from an OSD-established baseline.

(c) Potential savings: Those dollar and manpower resources that are associated with the management initiative, but
are not yet approved for implementation. Potential savings can apply within current, budget or program years.

(d) Categories applicable to both hard, programmed and potential savings:
1. One-time savings: Those savings which are attributable to (1) management actions which do not have carry-over

benefits in fiscal years subsequent to the fiscal year in which the savings are made, and (2) management actions which
have carry-over benefits, but for which savings must be recomputed based on the amount or volume in subsequent
period’s program.

2. Recurring savings: Those savings which have carry-over benefits in the same amounts in fiscal years subsequent
to the year in which savings are made and do not require recomputation.

3. Offsetting costs: Those readily identifiable and directly associated costs incurred as a result of a management
improvement which affect a particular savings. Include those offsetting costs incurred in areas other than those in
which savings were actually generated. All offsetting costs applicable to an individual savings action will be amortized
before net savings are reported.

(2) Cost avoidance:
(a) A management action that results in an ability to satisfy previously validated unresourced requirements within

approved resource levels.
(b) Decisions/actions which will reduce future costs which may have been incurred in the absence of that decision

or action. For example, lower unit cost resulting from economic order quantity decisions. Savings can also accrue from
economic order quantity decisions when approved resources emceed requirements; lower unit cost resulting from
avoiding future inflation through accelerated funding profiles; and economies in operating costs resulting from
decisions to reduce costs such as travel, ADP support, marginal training, etc.

(c) Cost avoidances can also be categorized as hard, programmed or potential and include one-time or recurring
costs.

(d) Amortization criteria. Reduced costs in labor, material, utilities, transportation, maintenance and repairs, con-
tracts, etc., may be used to amortize each of the Productivity Capital Investment Programs. Labor savings, constituting
reduced manpower and overtime costs may also be used. Examples are—

1. Manpower space authorizations and requirements. Requirements must be turned in and the spaces transferred
against other validated requirements within the MACOM/agency/ARSTAF.

2. Manpower space equivalents. An accumulation of man-years saved from multiple positions may be used as
project justification under certain circumstances. For example, a piece of equipment will save 20 percent of man-hours
worked by 5 people which would equate to 1 man-year of effort. No space transfers are involved; however, increased
productivity must result from the capital investment and be thoroughly documented. The proposal must include specific
functions to be performed during the additional hours made available. The term “reduce backlog” will not suffice
unless the backlog is described or quantified. Manpower space equivalent justification, if properly documented, may be
used for all project submissions under each program, except selective QRIP and PECIP projects. Those selective
projects ineligible for manpower space equivalent justification are Word Processing, Non-Standard Files and Auto-
mated Mail Equipment (automatic letter openers, sealers, digital scales and addressograph equipment). Justification for
these types of projects will be based on the elimination of whole manpower spaces to by reapplied elsewhere, including
freeing Borrowed Military Manpower to return to their regular duties. This is an Army policy; therefore, the restriction
does not apply to the OSD Productivity Investment Funding. Manpower equivalents may be used to justify OSD PIF
projects for Word Processing, Non-Standard Files and Automated Mail Equipment.

(3) Other man-hours. The investment will eliminate the programmed requirement for overtime, over-hires, or
temporary employees necessary to accomplish the mission. A validated recognized manpower requirement not sup-
ported by an authorization may be used; however, the manpower requirement must be turned in when the project
becomes operational. This avoids the possibility of an authorization being placed against the requirement at a later date.

g. Regulatory approvals. The programs all focus on improving the efficiency and effectiveness of Defense organiza-
tions and activities, but do not circumvent any systems or procedures. All requirements relative to restrictions on the
types of appropriations for specific expenditures established by public laws, DOD policies, and other regulatory
constraints must be met for all submissions. Some examples of regulatory approvals required prior to project submis-
sion or to purchase of the equipment are—

(1) Military Construction, Army (MCA)—Projects requiring MCA funds may be considered under the OSD Produc-
tivity Investment Funding provided certain conditions have been met when projects arrive in DACA-RPM by 1 June
each year. All construction requirements must be displayed on a DD Form 1391 and submitted through the Engineer
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channels along with the regular MACOM MCA submissions for the desired program year, e.g., DD Form 1391s were
due in DAEN-ZCP by March 1982 for OSD PIF consideration in FY 85. See AR 415-15 and AR 415-28.

(2) Projects requiring OMA RPMA funds-AR 420-10, AR 420-17, and AR 415-15.
(3) Projects requiring FHMA funds-AR 415-15.
(4) Test, Measurement, Diagnostic Equipment (TMDE)-AR 750-43.
(5) Army Training and Audiovisual Support Equipment-AR 108-2.
(6) Telecommunications Equipment-AR 105-22.
(7) Management Information Systems-AR 18-1.
(8) Files Equipment-AR 340-4.
(9) Office Copiers-AR 340-20.
(10) Printing Equipment-AR 310-1.
(11) Word Processing Equipment-AR 340-8.
(12) Micrographics Equipment-AR 340-22.
(13) Table of Distribution and Allowance (TDA) Approval-AR 310-49 and AR 310-34. (Must be done prior to

purchase of the equipment.)
h. Selection criteria for funding.
(1) The ranking process or prioritization for funding involves the composite of three separate rank lists: the Internal

Rate of Return (IRR), Savings to Investment Ratio (S/I), and the Rate of Investment per Manpower Space (RIMS). The
rank or position on each list will be added to form the fourth and final rank list used for funding consideration.
Additional details of this process are in appendix H, section II.

(2) Special consideration will be given to projects improving readiness and those “freeing up” manpower spaces to
be reapplied against other high priority requirements.

(3) Consideration will be given toward modernizing functions scheduled for Commercial Activities (CA) Program.
The purchase of equipment which enhances productivity will help to meet statutory requirements by using the most
efficient and cost effective in-house operation for cost estimates.

(4) The above factors play a major role in the selection process for funding; therefore, maximum savings and other
benefits to be derived from the investment must be documented.

i. DA Form 5108-1-R (Post Investment Analysis).
(1) A post-investment analysis or after the fact evaluation must be made on all projects in order to compare

projected savings/benefits with the actual results. The MACOM/agency/ARSTAF comptroller or resource manager is
responsible for insuring that it is made not later than 6 months subsequent to the project operational date. The
operational date constitutes the time the project begins to function as intended, e.g., when it starts to increase
productivity and reduce costs. Follow-up must be made at the local level to insure that equipment becomes operational
as soon as possible. Delays involving equipment received, but not operational within 60 days must be reported to
DACA-RPM along with an explanation for the delay and proposed solution.

(2) A completed copy of DA Form 51081-R, at appendix H, section III, will be forwarded to HQDA (DACA-RPM)
not later than 30 days after the 6 months operational date. It is imperative that post investment analyses be done in a
timely manner. It assists HQDA in justifying program resources and is used to prepare annual reports to Congress.
Although only one post investment analysis per project is required, an audit trail must be maintained for one complete
fiscal year beyond the fiscal year that project amortized.

j. Integration into the Planning, Programming and Budgeting System (PPBS). The Capital Investment Programs
must be integrated into the PPBS in order to streamline the process for program execution and to identify results in the
budget as required by Office, Secretary of Defense and Congress. The Army Guidance, Program Budget Guidance
(PBG), and Command Operating Budget (COB) Instructions provide definitive guidance; however, an overview in
chronological order follows:

(1) Program Analysis Resource Review (PARR). The PARR received from MACOMs/agencies in January each year
will contain a display reflecting capital investment resource requirements. The data displayed will be used by HQDA
(DACA-RPM) to develop a consolidated Program Development Increment Package (PDIP) requesting total capital
investment program resources for the Army. (The ARSTAF elements having capital investment requirements must
provide necessary information to DACA-RPM by 1 January each year.) In addition to the display for inclusion in the
ARSTAF PDIP, a special EEMI display reflecting potential savings/cost avoidances in the PARR years will be
required in accordance with instructions in the Army Guidance.

(2) Program Objective Memorandum (POM). Based on PARR displays, the ARSTAF developed PDIP for Capital
Investments will compete with other Army requirements. If successful, the resources requested will be included in the
POM.

(3) Program Budget Guidance (PBG). The PBG published twice a year (Nov and Feb), a May appendix, and a
September funding letter will be used to summarize dollar resources programmed for specific MACOMs/ agencies/
ARSTAF elements.

(4) Command Operating Budget (COB). The COB, normally received from the MACOMs/agencies in July, will
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contain a financial plan which should be based on the Capital Investment resource guidance received in the January
and May PBGs. This financial plan of investments, savings, and cost avoidance will be depicted in Schedule 20, EEMI
Data Display. Investments savings or cost avoidance occurring in the years covered by the COB should be visible, e.g.,
Schedule 8, “Summary of Changes from PBG by Financing and Manpower,” must reflect reapplication of savings
between and among programs.

(5) Feeder Report for Annual Report to Congress. DA Form 5108-2-R (Feeder Report to Annual Productivity
Report-PECI), in appendix H, section IV, will be completed at the end of the fiscal year and submitted to DACA-RPM
not later than 15 November each year. The report will include all projects funded in the fiscal year just ended. A
separate report is required for each of the three Capital Investment Programs.

k. Program reviews and presentations. A review of program implementation should be considered as an item of
interest in Inspector General visits, US Army Audit Agency reviews, and other inspection and evaluation team visits,
when practicable. Presentations on Productivity Capital Investment Programs should be included on the agenda at
conferences, meetings, instructional courses, and schools in order for the Army to make maximum utilization of the
opportunities available. Programs should be publicized to the maximum extent possible in bulletins, publications and
other news media. Program data and accomplishments should be included in program review and analysis at all levels
of command.

l. Idea Interchange Program. Capital investments that result in a more efficient accomplishment of tasks, jobs and
functions should be reported in the format at appendix E in accordance with Army’s formal Idea Interchange Program.
The direct exchange of ideas among MACOMS/agencies, ARSTAF is also encourage to enhance overall capital
investment opportunities. The All Points Bulletin (Army Financial Management Newsletter) is also an excellent means
to share ideas.

m. Personnel incentives. All individuals or groups who identify opportunities resulting in savings or improvements
in productivity, or those who aggressively promote productivity initiatives within their organization should be recog-
nized through the Incentive Awards Program (AR 672-20), in their performance appraisal, or by other appropriate
means.

n. Reporting requirements. Figure 5-2 summarizes reports applicable to the Capital Investment Programs.

5–5. Quick Return on Investment Program (QRIP).
The Army sets aside funds for projects that amortize in 2 years or less. Normally, QRIP funds have been available only
in Other Procurement, Army (OPA). However, the identification of potential investment opportunities in other appro-
priations/sub-programs has resulted in the expansion of QRIP into three appropriations (Procurement; Research,
Development, Test & Evaluation; and Operation and Maintenance, Army), effective FY 83. Also, the project approval
and funding of QRIP projects will be decentralized at the MACOM level in FY 83.

a. Project cost data. Effective FY 83, funds have been programmed for the following:
(1) Procurement (AMMO & OPA) Appropriations (3-year appropriations)-Project costs are $3,000-$100,000. Trans-

portation and installation costs may be included if they are in the total bill to the vendor. Items costing less than $3,000
may not be grouped to meet the minimum, but may be eligible for OMA QRIP described below.

(2) RDTE QRIP (2-year appropriation) projects may not exceed $100,000. All policies applicable to acquisition of
RDTE equipment, facilities, or services under the regular budget also apply to RDTE QRIP.

(3) Operation and Maintenance, Army (OMA) (1-year appropriation) Items of equipment costing less than $3,000
per item may be considered for OMA QRIP provided projects don’t exceed $100,000. The OMA funds may also be
used to lease equipment in areas of fast and changing technology or to lease in order to prove productivity of
equipment, provided the projects amortize in 2 years or less. Expeditious action must be taken to execute projects
within the 1 year timeframe to preclude loss of funds.

b. Facilities modification costs. Costs for facilities modifications are normally not funded from the Procurement
Appropriation, but may qualify under OMA QRIP. These costs should be included in the overall project computation
determining the amortization. For example, an automatic car wash funded from Other Procurement Army (OPA) might
require OMA funds for the site preparation.

c. Maintenance contract. Costs for first and or second year maintenance contract can be funded with Procurement
Appropriation provided costs are included in the total bill for the equipment. However, a separate bill for the
maintenance contract requires Operation and Maintenance, Army (OMA) funds.

d. Eligibility of equipment. The first clue in determining eligibility is whether the equipment could be purchased
with funds from the regular budget without congressional approval, etc. If so, the equipment is probably eligible for
QRIP provided statutory and regulatory requirements are met. Figure 5-3 is not all inclusive, but reflects examples of
equipment previously funded under QRIP. There are certain types of equipment that are not eligible for QRIP because
of congressional constraints and other limitations. For example, administrative use vehicles are ineligible for QRIP.

e. Energy projects. Equipment that saves energy is eligible for funding consideration under QRIP, provided
concurrence has been obtained from MACOM/agency Energy Office, and no alternate source of funding is available in
the near term.

f. Leased equipment. Projects that alter the existing method of financing for equipment, such as, buying rather than
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leasing, may now qualify for purchase under QRIP. Productivity benefits (improvements in methods, processes, and
procedures) resulting in addition to reduced costs are encouraged, but not mandatory as long as the project will
amortize in 2 years or less.

g. Project approval and funding procedures. Effective FY 83, the following procedures will apply to the approval of
QRIP projects and decentralization of funding at MACOM/agency level.

(1) The MACOMs supporting significant funding requirements for QRIP will be allocated a certain amount,
predetermined by HQDA (DACA-RPM). At the beginning of the fiscal year, funds will be released in bulk to
respective MACOMs who will be responsible for programming these funds to meet their requirements throughout the
fiscal year. Funds not utilized or obligated in a timely manner will be withdrawn.

(2) The funds will be issued to an operating agency in each MACOM, and subsequently controlled and distributed
in a similar manner as The Troop Support and Aviation Materiel Support Agency (TSARCOM) has done in the past.
Definitive guidance will be published in a forthcoming Letter of Instructions. A contingency fund will be held at
HQDA in support of MACOMs/agencies/ARSTAF whose requirements are not large enough to receive bulk funds for
QRIP. In this case, MACOMs/agencies/ARSTAF elements would approve QRIP projects and request HQDA (DACA-
RPM) to issue funds for individual projects.

h. Accountability responsibilities. Decentralization of QRIP project approvals and the funding process will necessi-
tate strict compliance with all policies and procedures. The comptroller or resource manager of MACOMs/ agencies/
ARSTAF approving QRIP projects is responsible for insuring that-

(1) All regulatory approvals (e.g., AR 18-1 for computers, AR 108-2 for audiovisual equipment) and coordination
with functional elements have been effected prior to project approvals.

(2) Projects are prioritized and approved for funding based on polices outlined in this regulation, specifically using
appendix H, section II.

(3) Funds are obligated not later than 120 days from issue of fund citation and extensions granted only in
extenuating circumstances.

(4) Funds are closely monitored and excess funds turned in for reallocation.
(5) Necessary accounting and policy procedures are adhered to in a timely manner.
(6) Post investment analysis of each project and other reporting requirements are made in accordance with instruc-

tions contained in this regulation.
i. Justification of funds for QRIP. As indicated in paragraph 5-4j(1) above, a Program Development Increment

Package (PDIP) requesting QRIP funds is prepared at HQDA by DACA-RPM, based on resource requirements
displayed in the PARR. Additional instructions are provided in the Army Guidance; however, the following must be
provided as a minimum:

(1) Appropriation /program element/ budget activity and fiscal year.
(2) Total investment requirements or level of effort for the PARR years.
(3) Projected annual savings (dollars and manpower), programmed by FY AMSCO and Program Element for the

PARR years.
(4) Other: (An all inclusive list of projects is not required; however, any significant project examples or information

that would enhance the PDIP justification process should be cited).

5–6. OSD Productivity Investment Funding (OSD PIF).
Under OSD PIF, the Secretary of Defense sets aside approximately $100 million per year, for the Services, in a
contingency fund to finance high payoff projects that amortize in 4 years or less.

a. Project criteria. Projects must cost $100,000 or more and are not limited to investments at a single activity.
Investments may be grouped for similar or related items which have the same basis for justification and the same
functional area. Projects may be for equipment, facilities, construction, etc., and may contain multiple appropriations
provided all public laws, Federal regulations and OSD policies have been met. Projects are submitted 2 years prior to
receipt of funds, e.g., projects submitted 1 June 81 were considered for funding in FY 83. Projects involving MILCON,
OMA(RPMA) and FHMA appropriations require special processing through DAEN. (See para 5-4h above.) Projects
involving military construction cannot be submitted to OSD for funding consideration unless the Army has provided
design funds and assures that the design will be 35 percent completed by January following the project submission in
June. Construction requirements for those projects must be displayed on DD Form 1391 and submitted through
engineer channels to DAEN-ZCP with regular MCA requirements for desired program year as indicated in paragraph
5-4h(l) above. The DD Form 1391 should be annotated that it involves a candidate project for OSD PIF consideration.

b. Due date. Projects are due in DACA-RPM on 1 June each year. Those requiring MILCOM, OMA(RPMA), and
FHMA funding should include a statement relative to status in the engineer channels. Although projects are submitted
to OSD only once a year, they should be identified on a continuing basis and may be forwarded to DACA-RPM
throughout the year which will preclude the last minute rush in processing. Prior to receipt of projects in HQDA,
telephonic coordination with appropriate HQDA functional managers will facilitate the staffing process. The projects
can be provided to OSD in advance by HQDA which should help to identify any required adjustments in the early
stages before it’s too late.
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c. DA Form 5108-R, used for project documentation, will be provided in original and one copy to HQDA.
Continuation sheets, not to exceed five pages, may be added to fully describe the projects. A separate economic
analysis is not required, but may be attached to the project provided the submission is descriptive enough to stand
alone without the economic analysis. Submissions must be signed by comptroller/ resource manager or deputy of the
respective MACOM/agency/ARSTAF. Otherwise, projects will be returned for authentication.

d. Selection process. In evaluating projects, the OSD staff will use basic criteria outlined in paragraph 5-4i above.
Particular attention should be given toward projecting benefits accurately throughout the economic life of the project in
order for a valid determination of the internal rate of return to be made. Projects which improve productivity in
functions or programs which are of immediate concern to OSD, e.g., those producing immediate improvements in
Defense readiness will also receive special consideration. Joint projects with other services and agencies are also
encouraged. The OSD PIF submissions must be for improvements in functions currently measured under the DOD
Productivity Program or for which specific plans have been made to report productivity data. For proposals in
unmeasured areas, project submissions should include plans for measurement. Projects directed toward the acquisition
and ownership of equipment and facilities currently being leased and projects establishing an in-house capability for
operations readily or more economically available through commercial contract are not eligible. Projects for invest-
ments at GOCO facilities are currently ineligible; however, these projects may be considered for the Army’s PECIP.
Projects in industrially funded activities are not eligible for OSD PIF unless the project involves MCA funds.

e. Approval and project funding.
(1) Projects will be approved by the Secretary of Defense/Deputy Secretary of Defense and funding reflected in the

Program Budget Decision (PBD) from OSD. Each Appropriation Director at HQDA affected by approvals will increase
the respective budget requests in amounts directed by the PBD. The proponents of projects will be notified of the
project approvals and disapprovals as soon as possible. A list of projects by Appropriation/Sub-Program/Budget
Activity will normally be reflected in the January PBG. Proponents will receive funding through the regular budget
process and immediate action must be taken to implement the project.

(2) When funds are issued for individual projects, a suspense date of 6 months will be established. Close coordina-
tion should be effected with budget officials to insure that funds are used as intended. Funds will not be reprogrammed
to other requirements without prior approval on a project-by-project basis by OASD(MRA&L) and OASD(C). Projects
that can not be implemented will be brought to the immediate attention of DACA-RMP who will request approval from
OSD to submit substitute projects.

f. Post investment analysis. Procedures apply as indicated in paragraph 5-4j above.
g. Funding requirements. Since this is an OSD “set aside,” no funding requirements are needed at HQDA.
h. Figure 5-4 reflects examples of OSD PIF projects.

5–7. Productivity Enhancing Capital Investment Program (PECIP).
This is a new initiative designed to fund projects costing $3,000 or more and amortizing in 4 years or less. It provides
a means of funding for worthwhile projects not meeting the criteria for QRIP or which are not funded under OSD PIF
because of limited funds.

a. Project identification and funding requirements. Projects must be pre-identified 2 fiscal years in advance. For
example, funding requirements for FY 84-88 should be included in the PARR received in HQDA January 1982. The
resources are justified in the Capital Investment PDIP prepared by DACA-RPM. Actual project submissions are not to
be forwarded to HQDA; however, sufficient information must be available at MACOM/agency/ARSTAF level in order
to provide the following information in the PARR display:

(1) Individual project title.
(2) Short description of project and its savings /benefits.
(3) Investment cost by appropriation, program element, budget activity, and fiscal year.
(4) Annual savings (dollars and manpower) programmed by FY, AMSCO and program element.
b. Project approvals. The MACOMs/agency/ ARSTAF proponents of PECIP requirements will be notified, normally

in the May PBG, of the specific amounts in the POM. Subsequently, project submissions should be finalized; necessary
regulatory approvals obtained, and projects formally approved by MACOM/agency/ARSTAF. The funds will be
provided through the regular budget channels to the MACOMs. If command priorities have changed, MACOMs/
agencies may dedicate funds toward other productivity enhancing projects meeting PECIP criteria and remaining within
funding levels. Controls must be established to insure funding accounting and policies are adhered to, and that funds
are obligated in a timely manner.

c. Post investment analysis and other reporting requirements as indicated in paragraph 5-4 above apply.

5–8. Responsibilities.
a. The Comptroller of the Army will—
(1) Establish program policies, procedures, responsibilities, and reporting requirements for the Productivity Capital

Investment Programs.

33AR 5–4 • 1 August 1982



(2) Provide input on Productivity Capital Investment Programs for integration in PPBS through Program Budget
Guidance, Command Operating Budget Instructions, the Army Guidance and Program Objective Memorandum.

(3) Prepare Productivity PDIP requesting resources for Productivity Capital Investments, except for the OSD PIF.
(4) Establish QRIP and PECIP ceilings and authorize distribution of specific amounts to MACOMs/ agencies/

ARSTAF as appropriate.
(5) Monitor obligation rate of Capital Investment funds.
(6) Implement Productivity Capital Investment Programs Army-wide and provide coordination with appropriate

ARSTAF elements.
b. Deputy Chief of Staff, Research, Development and Acquisition (DCSRDA) will—
(1) Coordinate with DACA-RPM all matters involving funding for Productivity Capital Investment Programs

relative to appropriations under the jurisdiction of DCSRDA.
(2) Effective FY 83, release QRIP and PECIP funds (Procurement and RDTE) to recipients as requested by DACA-

RPM.
c. MACOMs/agencies/ARSTAF will—
(1) Designate a program manager preferably in Resource Management/Comptroller area, to implement Productivity

Capital Investment Programs.
(2) Insure that applicable procedures and policies in this regulation and other appropriate criteria are adhered to in

processing projects involving individual Productivity Capital Investment Programs.
(3) Insure that no other funding in the near term exists for project submissions and that prior funding requests have

not been denied by Congress or Office of Management Budget.
(4) Establish controls to insure that funds are obligated in a timely manner, and that a Post Investment Analysis of

each project is forwarded to DACA-RPM.
(5) Develop respective program and budget requirements reflecting 5-year resource projections for QRIP and

PECIP.
(6) Publicize programs through the All Points Bulletin and other media; also actively participate in the HQDA Idea

Interchange Program.
(7) Insure that appropriate reporting requirements and transmittals reflected in this regulation are adhered to.
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Figure 5-1. Productivity Capital Investment Programs—project categories, effective FY 83.
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Figure 5-2. Summary of Reporting Requirements for All Productivity Capital Investment Programs.
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Figure 5-3. Examples of QRIP equipment (not all inclusive).
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Figure 5-4. Examples of QSD PIF projects (not all inclusive).

Chapter 6
MANAGEMENT PRACTICES

6–1. Cost reduction.
It is more essential than ever that resources be managed economically. Opportunities for improving management and
reducing costs exist in every component of the Department of the Army. For this reason, maximum emphasis will be
placed on the reduction of costs in all areas. Since all functional managers are concerned with cost savings,
commanders may use their own discretion in establishing cost reduction procedures in the manner that they feel will
best assist in meeting mission requirements. While command-initiated cost reduction goals are not formally required,
their motivational value is recognized in achieving cost savings. HQDA will not assign cost reduction goals to
MACOMs/separate agencies.

6–2. Management practices/productivity improvement training.
a. Commanders are expected to maintain a capability to provide advice and/or training in sound management

practices.
b. Management practices training.
(1) First-line civilian supervisors should be encouraged to obtain management practices (MAP-TOE/TDA-type)

training through various means such as US Civil Service Commission-sponsored courses, nonresident courses of
instruction, off-duty education, and, where sufficient requirements exist, through on-site training when individual
commanders feel the need warrants it. Training courses for military personnel at service schools, NCOES, and the
Sergeant Majors Academy should include instruction introducing management practices subject matter. Such training
should be coordinated with civilian personnel offices in all cases.

(2) Since publication of various management practices publications, it has been determined that the DA Pam 5-3
series is the most comprehensive and best satisfies training requirements in this area. Therefore, DA Pamphlet 5-2-1,
MAP/TOE Manager’s Handbook will be discontinued when existing stocks are exhausted.

c. Productivity improvement training. Professional development and cross-training of management and industrial
engineering staff personnel is necessary for the successful implementation of the command’s productivity improvement
program. Selection of individual courses is dependent on the particular field of specialization or management level of
the individual concerned. Titles of appropriate management courses are listed in figure 6-1. Course descriptions and
prerequisites are found in the DOD Defense Management Education and Training Catalog, DOD 5010.16-C. In
addition, Civilian Personnel Regulations (CPR) 950-11, 950-18, and 950-26 contain basic policies and requirements for
the career training and development of Management Analysts, Industrial Engineers, and Manpower Management
Specialists, respectively.
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d. Effective implementation of DAPP requires well-trained and highly skilled personnel. To assist the commander in
meeting this requirement, the DA Pam 5-4 series has been developed. Each pamphlet is/will be designed as a self-
teaching text for new personnel or as a reference document for personnel already familiar with the techniques. The list
is “open ended” in that new pamphlets will be developed as the state-of-the-art of the Army’s productivity improve-
ment effort changes and progresses.

(1) DA Pam 5-4-2, Work Simplification Handbook for Analysts, provides a self-teaching document for new
management analysts and a reference source for analysts familiar with work simplification techniques.

(2) DA Pam 5-4-4, DIMES Program Review Handbook (will be retitled Methods and Standards Handbook),
presents the general methodology and techniques for conducting a review of an activity’s methods and standards effort.
It is designed to acquaint the reviewer and the installation to be reviewed with the features that are to be considered in
conducting the review.

(3) DA Pam 5-4-5, Value Engineering Handbook, explains the VE Program and covers the techniques used to obtain
total value improvement in research, development, test and evaluation, production, procurement, quality assurance,
administration, construction, supply, transportation, operations, maintenance, storage, and disposition of Army materiel.

(4) DA Pam 5-4-6, Work Scheduling Handbook, provides scheduling techniques such as Gantt, line-of-balance, and
lead-time charts, which can be used by management personnel at all organizational levels.

6–3. Management improvement awards.
a. Commanders are encouraged to use existing forms of recognition such as incentive awards, special act, or service

awards, and other forms of local recognition to reward individuals, organizations, and groups who find better ways to
manage the Army’s resources. To be effective motivators, awards should be timely. Awards must be consistent with
the criteria contained in AR 672-20.

b. In addition to granting local recognition, commanders are encouraged to nominate individuals, organizations, or
groups for the Presidential Management Improvement Award or the Department of the Army Management Improve-
ment Award for Exceptional Performance.

(1) The Presidential Management Improvement Award represents the pinnacle of management improvement recog-
nition afforded by the Federal Government. Heads of Army Staff agencies and major commanders are encouraged to
submit nominations for this award. The nominations will be limited to individuals, small working groups/teams, and
organizational units which have done an exceptional job of reducing costs, improving operating effectiveness, or
enhancing productivity.

(2) The Comptroller of the Army (COA) will convene a special committee composed of representatives from the
HQDA staff to screen and select the nominations that are most deserving of presidential recognition. HQDA will
submit the nominations of recommended selectees to OSD for the annual Presidential Management Improvement
Awards. All remaining nominations will be considered by the committee for a DA Management Improvement Award
for Exceptional Performance or a COA letter of appreciation.

(3) The COA will annually request all Army organizations to submit nominations for Presidential Management
Improvement Awards. The nomination cycle will occur during the first quarter after the end of the fiscal year.

6–4. Motivation.
a. The central issue in the productivity improvement effort is motivating individuals to make a psychological

commitment toward greater effectiveness and efficiency. Motivation is not simply a matter of getting people to produce
more; it also deals with getting them to cooperate with their manager/supervisor and each other, to display initiative,
and to integrate personal goals with organizational goals.

b. Commanders should emphasize positive reinforcement for desired behavior, rather than negative sanctions for
undesirable behavior. This approach is essential to produce a sense of individual satisfaction and achievement which in
turn is a prerequisite for achieving high performance levels and improved productivity.

6–5. Idea interchange.
a. An effective system for interchanging ideas is essential to insure that maximum benefit is received from each

productivity improvement action. Commanders should give widest dissemination to demonstrated successful ideas for
improving productivity.

b. ★Major commands, installations, and activities will—
(1) Establish an internal system for surfacing proven ideas that have been implemented within their organization.

Whenever possible, existing data will be used for the Idea Interchange Program (e.g., DA Form 4525 (Statistical
Summary of Methods and Standards (M&S) Activity), DA Form 1045 (Suggestion), etc.). Ideas include improvements
allowing increased workloading with existing resources, avoiding otherwise needed future expenditure, or resulting in
reductions of resources at present time. Resources entail all manageable assets including time. Man-hours, energy,
training costs, expendable supplies, maintenance costs, contracted requirements, and predictable required capital
investments are some of the major categories of resource requirements.

(2) Establish a reviewing body to explore new applications for ideas already in use.
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(3) Circulate those proven ideas which have potential for application within their organization to insure that good
management ideas make the rounds as quickly as possible.

(4) Continuously review those ideas that have been implemented, which have broader application, and forward
through channels for review to the next higher echelon which has authority to implement the action on a wider basis.

c. ★Those ideas which have potential for application throughout the Department of the Army, Department of
Defense, or the Federal Government will be forwarded to HQDA (DACA-RPM), ATTN: Idea Interchange, The
Pentagon, WASH DC 20310. MACOMs/agencies/ARSTAF elements are encouraged to report ideas as they are
surfaced; however, these submissions will be reported to HQDA not later than 1 August and 1 February each year.
Negative replies are required. Each idea submitted will contain information as specified in appendix E (RCS GSCOA-
71).

d. Comptroller of the Army will—
(1) Administer the Army-wide Idea Interchange Program.
(2) Coordinate ideas received from the field with appropriate HQDA staff elements prior to dissemination.
(3) Furnish useable ideas to the Chief, Public Affairs for appropriate dissemination.
(4) Act as point of contact with components of DOD and other Federal agencies on policy and concepts related to

the Army Idea Interchange Program.
(5) Utilize Idea Interchange reporting as a source of data on command productivity initiatives.
e. Chief of Public Affairs will develop procedures and provide for disseminating ideas within the Department of the

Army, and with DOD organizations and Government agencies.
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Figure 6-1. Courses Appropriate for Attendance by Personnel Involved in the Implementation of DAPP.
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Appendix A
REFERENCES

Section I
Required Publications
This section contains no entries.

Section II
Related Publications

DOD 5010.16–C
Defense Management Education and Training

DOD 4120.3–M
Standardization, Policies, Procedures and Instructions

DOD 5010.15.1–M
Standardization of Work Measurement

AR 11–7
Internal Review

AR 11–28
Economic Analysis and Program Evaluation for Resource Management

AR 25–1
Policies, Objectives, Procedures, and Responsibilities

AR 37–100
The Army Accounting Classification Structure (Fiscal Code)

AR–37–100–FY
Army Management Structure

AR 37–110
Accounting, Reporting, and Responsibilities for Industrial Funded Installations and Activities

AR 70–15
Product Improvement of Materiel

AR 70–27
Outline Development Plan/Development Plan/Army Program Memorandum/Defense Program Memorandum/Decision
Coordinating Paper

AR 70–37
Configuration Management

AR 70–45
Scientific and Technical Information Program

AR 71–6
Type Classification/Reclassification of Army Materiel

AR 235–5
Management of Resources—Commercial and Industrial–Type Functions

AR 310–1
Publication, Blank Forms, and Printing Management
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AR 310–25
Dictionary of United States Army Terms

AR 310–34
Equipment Authorization Policies and Criteria, and Common Tables of Allowances

AR 310–49
The Army Authorization Documents Sysstem (TAADS)

AR 340–4
Office Equipment

AR 340–8
Army Word Processing Program

AR 340–18–1
The Army Functional Files System—General Provisions

AR 340–2
The Army Microforms Program

AR 570–4
Manpower Management

AR 672–20
Incentive Awards

AR 700–90
Army Industrial Preparedness Program

AR 725–50
Requisitioning, Receipt, and Issue System

DA Pam 5–2
Improvement Tools for Soldier Managers

DA Pam 5–3
Management Improvement Techniques for First Line Supervisors

DA Pam 5–3–1
MAP-TDA Instructor’s Guide

DA Pam 5–4–2
Work Simplification Handbook for Analysts

DA Pam 5–4–4
DIMES, Defense Integrated Management Engineering System—Program Review Handbook

PA Pam 5–4–5
Value Engineering Handbook

DA Pam 5–4–6
Work Scheduling Handbook

MF 61–5718
Better Ways for Doing Work

MF 61–5719
Who Does What to What
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MF 61–5720
Roadmap to Less Effort

MF 61–5721
Counting What Counts

MF 61–5722
Make Fewer Motions

MF 61–5723
Take Fewer Steps

MF 61–5724
Where Do We Go From Here

T(SL) 61–4
A through 137-Management Practices in TOE Units (MAP-TOE)

CPR 410
Training

FPM 410
Training

Section III
Prescribed Forms
This section contains no entries.

Section IV
Referenced Forms
This section contains no entries.

Appendix B
GLOSSARY (See Glossary section)

Appendix C
ABBREVIATIONS AND ACRONYMS (See Glossary section)
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Appendix D
VE PROJECTS FOR THE DOD PRODUCT ENGINEERING SERVICES OFFICE

D–1. Purpose.
This section prescribes policies, responsibilities, and procedures for the submission of VE projects for referral to the
DOD Product Engineering Services Office (PESO).

D–2. General.
a. The PESO was established in September 1963 and started full operations in February 1964. Its professional VE

staff has a broad technical background, and their services (mixed skills) are available to augment the in-house VE
capabilities of any DOD agency requesting them.

b. The PESO performs studies under the direction of the DOD VE Committee on projects submitted by DOD
agencies.

D–3. Policies.
a. MACOMs/agencies may identify projects to be submitted to the PESO.
b. The projects will meet the following criteria:
(1) They will be limited to hardware items which are—
(a) In supply status,
(b) Undergoing initial procurement, or
(c) In development or early production.
(2) They will have a minimum annual funding requirement of $1.5 million, and/or a minimum life projection of $4.0

million.
(3) They will be coordinated with the local functional organizations concerned prior to submission.
c. Inasmuch as the PESO works for the requesting element, it will receive full cooperation from that element.
d. If a project requires effort by the PESO personnel, at a contractor’s plant, it will be specific as to item and scope.

In such cases, the PESO personnel will be working for and assisting the Army activity which submitted the project.
e. The projects may be submitted at any time.

D–4. Responsibilities.
a. HQDA (DACA-MP) will review all proposed projects and will submit the appropriate ones to the PESO.
b. MACOMs/agencies will—
(1) Issue directives and procedures to comply with requirements of this appendix.
(2) Make periodic reviews of materiel for suitable projects for referral to the PESO.
(3) Avail themselves of the services of the PESO to the maximum practical extent.

D–5. Procedures.
a. The responsible MACOM/ agency will submit appropriate projects to HQDA (DACA-MP), WASH DC 20310.

DACA-MP will review and forward recommended projects through channels to PESO.
b. The Army activity requesting the study will be given credit for all savings which result from approved proposals.
c. Each Army activity concerned will maintain the following information on PESO studies performed at its request:
(1) Estimated monetary savings, by year, if all proposals resulting from the study were to be approved (based on

forecast at time of report).
(2) Proposals implemented; status of other proposals; reason(s) for disapproval of any proposal.
(3) Potential savings on proposals implemented, using procurement or production schedules existing at time of the

PESO report.
(4) Savings actually reported or eligible for future reporting.
(5) Explanation of significant differences between items in (3) and (4) above.
d. The information outlined in c above should be maintained current in order that the latest available data can be

furnished HQDA (DACA-MP) on an “as required” basis.
e. Each project proposed will include the information specified in figure D-1, and will be furnished in triplicate.
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Figure D-1. Format for Proposing Projects to the DOD PESO.
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Appendix E
IDEA INTERCHANGE FORMAT (RCS: CSCOA-71)

Figure E-1. Idea Interchange Format
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Figure E-1. Idea Interchange Format—Continued

Table E–1
Index (Numerical)
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Table E–1
Index (Numerical)—Continued

49AR 5–4 • 1 August 1982



Table E–1
Index (Numerical)—Continued

Appendix F
METHODS AND STANDARDS (to be published)

Appendix G
VALUE ENGINEERING (to be published)
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Appendix H
PRODUCTIVITY CAPITAL INVESTMENT PROGRAMS

Section I
INSTRUCTIONS FOR SUBMISSION OF DA FORM 5108-R (DOCUMENTATION FOR PRODUCTIVITY
CAPITAL INVESTMENT PROGRAM) RCS DD-M(R) 1561)

1. PROJECT NUMBER: Will be assigned at MACOM/agency level, identifying the proponent, type of project, fiscal
year and numerical sequence, e.g., a QRIP project being submitted from FORSCOM for FY 83 funding would be
numbered FORSCOM OPA QRIP 83-1 or FORSCOM OMA QRIP 83-1, etc. An OSD Productivity Investment
Funding project submitted from TRADOC in FY 81 for funding consideration in FY 83 would be numbered
TRADOC-PIF-83-1. An Ammo project from DARCOM for FY 83 would be DARCOM AMMO QRIP 83-1. A
USAREUR PECIP project considered for funding in FY 83 would be numbered USAREUR-PECIP-83-1.

2 through 4. Self-explanatory.

5 and 6. DoD COMPONENT NAME AND CODE: Self-explanatory.

7. COMMAND CODE: Enter command UIC from table H-1. Leave blank if an appropriate code is not listed or
unknown.

8. DATE: Enter date typed.

9. PROJECT TITLE: In 25 alphanumeric characters or less, indicate descriptive title of project.

10. TYPE OF PROJECT: Self-explanatory.

11. AMORTIZATION: Use average annual savings during the amortization period when the savings vary.

12. FUNCTIONAL AREA WHERE SAVINGS WILL OCCUR: List appropriate code and title from table E-1 reflecting
where the savings will occur for all projects. Additionally, use DOD Functional Area Code from table H-2 on all OSD
PIF projects.

13. ECONOMIC LIFE: Enter period or duration in which benefits are expected to accrue. (See AR 11-28.)

14. EXPECTED OPERATIONAL DATE: Enter date project is expected to become fully operational, subsequent to
receipt of funds. This is the date project starts to produce savings and/or increase productivity. (The date is very
important for OSD PIF projects.)

15. SUBMITTING UNIT(s): List the activity, installation or unit responsible for obtaining, installing and operating the
equipment. If project contains investments for more than one activity, each activity should be identified.

16. UNIT IDENTIFICATING CODE: Reflect appropriate 6-character Unit Identification Code for submitting unit or
units.

17. PROJECT DESCRIPTION: Describe the project in clear, concise terms. Indicate what equipment or facilities will
be acquired and how productivity will be improved as a result of the investment (This section must be detailed and
continuation sheets (not to exceed five pages) may be added. An economic analysis may be attached to OSD PIF
submissions; however, the actual project submission must be descriptive enough to stand alone without the economic
analysis.)

18. DETAILED JUSTIFICATION: Indicate significant changes from Present to Proposed Method of operation and
expected results. Detailed breakdown of costs and savings (Present versus Proposed Method) should be reflected in
item 19 of project documentation.

19. SAVINGS DISPOSITION: Indicate short narrative of planned disposition of project savings/benefits which must
coincide with proposed reapplication of savings in item 20.
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20. OTHER REMARKS: Reflect intangible (non-dollar) benefits or other pertinent data affecting the project, e.g.,
backlogs, manpower constraints, mission or program priorities, materiel readiness, etc. Indicate if this investment is in
support of Commercial Activities (CA) Program Management Study. If so, reflect the date equipment is needed.

21. SUMMARY OF SAVINGS: 
a. Reflect Present and Proposed Method through a 4-year period regardless of the specified amortization.
b. The prioritization list is derived from completion of the following:
(1) Internal Rate of Return
(2) Savings/Investment Ratio
(3) Rate of Investment Per Manpower Space

22. PROJECT COST: All costs associated with making the project operational should be reflected and clearly
identified relative to their source, e.g., requested under QRIP, OSD PIF, PECIP, etc. (Accuracy is most important in
reflecting the appropriation by Budget Activity/Program Element.) Cost estimates should be inflated, using the OSD/
OMB Inflation Indices.

23. SUMMARY OF SAVINGS (MANPOWER & DOLLARS): Complete as indicated. If savings are predicated on
equivalent manpower spaces, specific functions to be performed during the additional manhours available must be
explicitly reflected at the bottom of the page. The term “to reduce backlog” will not suffice unless the backlog is fully
described and quantified.

24. a. Cite formal regulatory or statutory approvals and include attachments reflecting these approvals, e.g., TAGO or
AR 18-1 approvals.

b. Other coordination: Functional Coordination at the local level, e.g., Facility Engineer, DIO, Personnel. (Must be
completed on all project submissions.)

25 through 27. All projects must have appropriate signature in these items. The OSD PIF projects forwarded to HQDA
must be signed by the MACOM/agency/ARSTAF comptroller/resource manager or deputy.
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Table H–1
Unit Identification (UIC) Codes
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Table H–2
Functional Areas and Codes
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Table H–2
Functional Areas and Codes—Continued

Section II
RANKING PROCESS OR PRIORITIZATION FOR PRODUCTIVITY CAPITAL INVESTMENT PROGRAMS

1. The same method used by Office, Secretary of Defense (OSD) to rank OSD Productivity Investment Funding (OSD
PIF) projects will also be used to prioritize projects approved under QRIP and PECIP.

2. The ranking process or prioritization for funding involves the composite of three separate rank lists, the Internal Rate
of Return (IRR), Savings to Investment Ratio (S/I) and Rate of Investment per Manpower Space (RIMS). The rank or
position, on each list will be added to form the fourth and final rank list used for funding consideration. Each list will
be developed by taking the following action:

a. Internal Rate of Return (IRR).
(1) Definition: The interest rate that equates the present value of expected future savings (through economic life) to

the present value cost of the investment.
(2) Computation: Assuming that the total investment is made in the first period and the savings realized are constant

for each year of the economic life, the dollar amount of the investment is divided by the dollar amount of annual
savings to arrive at a factor. Using Present Worth Table of Cumulative Discount (Mid-Year) Factors (table H-3), the
derived factor is matched with the nearest discount factor, according to economic life. The Internal Rate of Return is
determined by looking at the corresponding annual rate.

(3) Example: Consider a $20,000 project with an economic life of 10 years that saves $12,000 per year. Dividing
the $20,000 investment by the $12,000 savings, a factor of 1.667 is derived. Using the present worth table, look at 10
year rows and find the factor that is nearest to 1.667. This would be 1.697. The annual rate would reflect an IRR of 80
percent. If savings vary each year, the IRR must be found by trial and error. The savings for each year are listed, and
various discount rates are applied to these amounts until a rate is found that makes their total present value equal to the
amount of the investment. This process can be very tedious; therefore, computer (or programmable calculator)
programs are recommended for this calculation.
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b. Savings to Investment Ratio (S/I).
(1) Definition: A measure of the desirability of a proposed alternative compared to the status quo. A savings to

Investment Ratio of more than one indicates that the proposed alternative is cost effective.
(2) Computation: The present value of the economic life savings of the proposal is divided by the present value of

the investment cost of the proposal. Using the program/project discount factors table (table H-4) with 10 percent
discount factors, the following steps are taken to discount the amount of savings or investment to the present value.

(a) If savings do not vary over economic life, the table H-4 cumulative uniform series table will be used to select
the discount factor, based on the economic life of the project. The amount of the annual savings is multiplied by the
discount factor to arrive at the present value of the savings.

(b) If savings vary over the economic Life, the table H-4 single amount table will be used. The amount of savings
for each year is discounted individually with the factor from the table corresponding to the project year. The discounted
amounts for each year are added together to arrive at the present value of savings.

(c) Investments are usually made at one time. In this case, no discounting is necessary and the total investment will
be the Present Value of Investment. If investments are phased over a period of time, discounting of the phased amounts
needs to be done. The same method in preceding paragraph for savings varying over the economic life will be used.

(3) Example:
(a) Consider the same project example reflected in paragraph 2a(3) above ($20,000 investment, $12,000 annual

savings and ten-year economic life). The investment will be made at one time; therefore the $20,000 investment
(undiscounted) will be considered the present value of investment. Consider that $12,000 annual savings will remain
constant (the same amount each year).

(b) Based on 10-year economic life, select the discount factor from the table H-4 cumulative uniform series which
would be 6.447. Multiply $12,000 annual savings by 6.447 to derive present value of savings ($77,364). Divide present
value of savings ($77,364) by present value of investment ($20,000) to derive a savings to investment ratio of 3.87.

c. Rate of Investment per Manpower Space (RIMS).
(1) Definition: Relates the investment cost to number of whole manpower space authorizations and/or on board

personnel saved. The dollar savings from manpower equivalents may be used in the IRR and S/I computations above;
however, no credit is given in this computation for anything less than a full manpower authorization and/or actual on
board personnel made available for transfer elsewhere. Over-hires or Borrowed Military Manpower may be included in
this computation, but not partial man-years or equivalent spaces.

(2) Computation: Divide the investment cost by the number of authorizations or personnel saved (to be transferred
elsewhere).

(3) Example: A $20,000 investment divided by 2 manpower authorizations or Borrowed Military Manpower “freed
up” would provide $10,000 as Rate of Investment per Manpower Space.

3. Summary of above ranking method, using the following example:
Project Cost $20,0000
Annual Savings $12,000/2 manpower spaces
Economic Life 10 years

(1) IRR: 80 % Projects with the higher IRRs will rank higher on the list.
(2) S/I: 3.87 Projects with the higher S/Is will rank higher on the list.
(3) RIMS: $10,000 Projects with lower RIMs will rank higher on the list.
(4) Composite of ranking on each of the three lists (IRR, S/I, RIMS).

4. The above method along with other pertinent factors, e.g., improving readiness, supporting CA management, etc.,
will also be used to prioritize projects.
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Table H–3
Present Worth Table of Cumulative Discount Factors
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Table H–3
Present Worth Table of Cumulative Discount Factors—Continued
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Table H–3
Present Worth Table of Cumulative Discount Factors—Continued
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Table H–3
Present Worth Table of Cumulative Discount Factors—Continued
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Table H–3
Present Worth Table of Cumulative Discount Factors—Continued
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Table H–3
Present Worth Table of Cumulative Discount Factors—Continued
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Table H–4
Program Project Year Discount Factors (Mid-Year Factors)

Section III
POST INVESTMENT ANALYSIS (CSCOA-88)
(See Post Investment Analysis (DA Form 5108-1-R) (fig. H-2))

Section IV
FEEDER REPORT TO ANNUAL PRODUCTIVITY REPORT-PECI (RCS 0169-OPM-AN)
(See Feeder Report to Annual Productivity Report—PECI (DA Form 5108-2-R) (fig. H-3))
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Figure H-1. Documentation for Productivity Capital Investment Program (DA FORM 5108-R)
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Figure H-1. Documentation for Productivity Capital Investment Program (Page 2 of DA FORM 5108-R)—Continued
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Figure H-1. Documentation for Productivity Capital Investment Program (Page 3 of DA FORM 5108-R)—Continued
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Figure H-1. Documentation for Productivity Capital Investment Program (Page 4 of DA FORM 5108-R)—Continued
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Figure H-1. Documentation for Productivity Capital Investment Program (Page 5 of DA FORM 5108-R)—Continued
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Figure H-2. Post Invetment Analysis (DA Form 5108-1-R)
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Figure H-2. Post Invetment Analysis (Page 2 of DA Form 5108-1-R)—Continued
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Figure H-2. Post Invetment Analysis (Page 3 of DA Form 5108-1-R)—Continued
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Figure H-3. Feeder Report to Annual Productivity Report—PECI (DA FORM 5108-2-R)
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Figure H-3. Feeder Report to Annual Productivity Report—PECI (Reverse of DA FORM 5108-2-R)—Continued
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Glossary
The following definitions apply to the Department of the Army Productivity Improvement Program (DAPP).

Section I
Abbreviations

AMETA
US Army Management Engineering Training Agency

AR
Army Regulation

ASPR
Armed Services Procurement Regulation

COA
Comptroller of the Army

DA
Department of the Army

DARCOM
US Army Materiel Development and Readiness Command

DAPP
Department of the Army Productivity Improvement Program

DCSRDA
Deputy Chief of Staff for Research, Development and Acquisition

DOD
Department of Defense

DTUPC
Design-to-Unit Production Cost

DWMSTDP
Defense Work Measurement Standard Time Data Program

EPS
Engineered Performance Standards

GOCO
Government-Owned, Contractor-Operated

IE
Industrial Equipment

HQDA
Headquarters, Department of the Army

MACOM
Major Command

MIPR
Military Interdepartmental Purchase Request

M&S
Methods and Standards
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MTM
Methods-Time Measurement

OMA
Operations and Maintenance, Army

OPA
Other Procurement, Army

OSD
Office of the Secretary of Defense

★OSD PIF
OSD Productivity Investment Funding

OSE
Other Support Equipment

★PECIP
Productivity Enhancing Capital Investment Program

PESO
Product Engineering Services Office

QRIP
Quick Return on Investment Program

RDTE
Research, Development, Test and Evaluation

TROSCOM
US Army Troop Support Command

VE
Value Engineering

VECP
Value Engineering Change Proposal

VEP
Value Engineering Proposal

VEPM
Value Engineering Program Manager

Section II
Terms

Command Productivity Principal
The individual in a major command or separate agency who is responsible for overall coordination of productivity
efforts within his organization.

Compensation
The total wage costs incurred to produce a product or render a service. Such costs include direct payroll costs plus
other direct wage costs, such as the Government’s contribution for retirement, social security, health insurance, and life
insurance. Compensation does not include separation costs such as severance pay and terminal leave payments.

Departmental Productivity Principal
The individual in the Office of the Comptroller of the Army who is responsible for (1) overall coordination of

76 AR 5–4 • 1 August 1982



productivity efforts within the Department of the Army and (2) the timely preparation of productivity reports and
response to other productivity data requirements levied by the Office of the Secretary of Defense.

Detailed Standard
The basic building block for summary standards. They are the man-hour requirements for tasks accomplished at the
lowest organizational entity or work center.

Dollar Productivity Index
The percentage ratio of goods produced or services rendered (outputs) to dollar resources expended (inputs) during a
current period in relation to a base period.

Earned Hours
A common denominator that can be used in determining the efficiency of a work force for specific jobs, functions, or
activities. Earned hours represent the amount of time, based upon engineered or Nonengineered standards, that it
should have taken an individual, crew, or organization to perform the work actually accomplished on specific jobs or
during specific periods of time. Earned hours can be related to jobs at any level of management.

Economic Analysis
An economic analysis is a systematic approach to the problem of choosing how to employ scarce resources and an
investigation of the full implication of achieving a given objective in the most efficient and effective manner.

Effectiveness Measurement
Comparison of current performance against pre-established mission objectives (goals). If the right mission objectives
are established, effectiveness measurement discloses whether an activity does the right thing at the right time. It
compares what an activity or group of individuals actually accomplish in relation to an assigned mission.

Efficiency Index (Performance Efficiency)
The ratio of earned hours vs. actual hours of an organizational entity (work center, division, directorate, or command)
expressed as a percentage.

Efficiency Measurement
Comparison of current performance against either a pre-established standard or actual performance of a prior period.
Efficiency measurement discloses how an activity or group of individuals performs during a current period in relation
to either: (1) a standard established for a job or task which they have responsibility for accomplishing, or (2) the level
of performance achieved for the job or task in a previous period. Efficiency measurement may be based upon
manpower, money, or a combination of both. Includes three types:
Dollar Productivity Measurement. Comparison of performance in terms of dollars between two periods of time, usually
a current period and a previous period, known as a base period. It compares actual monies expended and the resulting
products produced or services rendered during the two periods of time, and discloses the performance of an activity or
group of individuals during the current period in relation to a previous period based upon monies expended in each of
the periods.
Labor Productivity Measurement. Comparison of labor performance during two periods of time, usually a current
period and a previous period, known as a base period. It compares actual manpower expended and the resulting
products produced, or services rendered, during the two periods of time, and discloses the labor performance of an
activity or group of individuals during the current period in relation to their performance during a previous period of
time.
Labor Standards Measurement. Comparison of labor performance against pre-established standards. It compares actual
manpower expended on a job or task during a given period of time with the standard established for the job or task for
that period of time.

Engineered Standard
The time (man-hours) it should take a trained worker, or group of trained workers, working at a normal pace, to
produce a described unit of work of an acceptable quality according to a specified method under specific working
conditions. Work measurement techniques employed must be the application of standard time data, predetermined time
systems, time study, rated work sampling, or a combination of these techniques. At least 80 percent of the total time
included in the standard will be based on data elements or lower level standards which have, as a minimum, an
accuracy of = 25 percent at the 90 percent confidence level.

Feasibility Study.
An in-depth, comprehensive analysis of an entire organization taken as the first step towards achieving the optimum
application or men, money, material, and equipment. The study must consider as a minimum: Objectives, policies,
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organization, staffing, skills, methods, facilities, equipment, layout, and existing man-hour standards. Feasibility study
findings should result in determinations as to:

a. Where, when, and how to economically conduct methods and standards activities.
b. A logical mix of engineered and nonengineered standards.

Full Time Methods and Standards Personnel.
Office of the Comptroller. Includes only those people assigned to the Comptroller organization whose job description is
based primarily on methods analysis, the measurement of work, the development of man-hour standards, and their
application, use, and follow-up.
Other. Same as above except individual is administratively responsible to an organization other than the Comptroller.

Implemented Methods Improvement
A change in operational procedures which results in a real, auditable dollar savings and was implemented as a result of
an organized, systematic methods analysis conducted and documented by methods and standards personnel.

Inputs
The amount of resources (all types) utilized or consumed to produce an output.

Installation Equipment (IE)
All non-expendable tools and equipment, except items under test, fixed plant communications equipment, and nonap-
propriated fund property, acquired by an installation or activity to accomplish or support assigned missions. IE includes
all tools and equipment which must be authorized under installation or activity tables of distribution and allowances
(TDA) or other equipment procurement or acquisition authority.

Instant Contract
The contract under which a value engineering change proposal is accepted by the Federal Government.

Labor Input
The amount of labor resources utilized or consumed to produce an output.

Labor Productivity Index
The percentage ratio of goods produced or services rendered (outputs) to labor resources expended (inputs) during a
current period in relation to a base period.

Logical Mix (DIMES Standards)
The best judgment applied to choosing the most effective and economical combination of engineered, Nonengineered,
and man-hour allowance standards.

Man-hour Allowance
The time it should take an individual or group possessing required skills to produce a work unit at a normal pace as
forecast by technically qualified individuals and based upon a detailed analysis of its components.

Man-year of Labor Input
A man-year of labor input for this program constitutes 2,080 paid hours. (This includes regularly scheduled time,
overtime, and leave time for all types of employees.)

Measurable Areas.
The functions /operations of a major command or separate agency or its subelements for which at least one final output
and corresponding man-year inputs can be quantified.

Measured Man-years
The total man-years (civilian and military) expended in a measurable area by major command or separate agency or its
subelements. Measured man-years can be two types:

a. Direct Man-years The man-years in a measurable area which are charged directly to the final outputs of the area.
b. Indirect Man-years All other man-years in a measurable area such as those expended on clerical, typing,

secretarial, supervision, executive direction, and general services.

Military Worth
The intrinsic value of military equipment resulting from the possession of such characteristics as performance,
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reliability, maintainability, quality, producibility, and availability required to perform specific functions toward the
attainment of a military mission.

Operational Value Engineering
Implies the timely application of VE and/or the VE contract incentive provisions.

Nonengineered Standard
A standard which does not meet the accuracy criteria of an engineered standard. In addition to the work measurement
techniques employed to develop engineered standards, statistical analysis of historical data, non-rated work sampling,
and technical estimates result in Nonengineered standards.

Nonmeasurable Areas
The functions, operations of an organizational element, organizational subelement, or field element for which no final
outputs and/or corresponding man-year inputs can be quantified.

Operational Methods and Procedures.
These are actions normally associated with the operation and maintenance of an installation in accordance with its
assigned mission. Although the application of methods and standards activity normally will be directed to TDA units,
TOE units are not excluded if a feasibility study indicates application of methods and standards effort will be practical.

Output Measurement
A means of identifying the end-product of an organization or function against which its consumption of resources can
be analyzed to facilitate operational and managerial decisions.

Performance Efficiency
The primary indicator of labor performance. It is determined by a comparison of “earned hours ” and “actual hours.”
This ratio is obtained by dividing the number of standard man-hours by the actual number of man-hours consumed, and
multiplying by 100 to obtain a percentage.

★Productivity Capital Investment Projects
Capital tools, equipment, or facilities designed to increase productivity, reduce costs, and improve readiness. Projects
must amortize in 2-4 years or less, depending upon specific Capital Investment Program used to finance the projects.

Productivity Index
The percentage ratio of goods produced or services rendered (outputs) to resources expended (inputs) during a current
period in relation to a base period.

Productivity Measurement
A measurement of the relationship between output (workload) and input (manpower used) during a specified period
and expressed in an index number. Productivity measurement uses a base-year as a focal point against which all other
years are compared.

Responsibility.
The obligation to carry forward an assigned task to a successful conclusion. With responsibility goes authority to direct
and take the necessary action to insure success.

Savings
Savings (i.e., reduced expenses) are determined by comparing the before and after costs of a function/operation as a
result of implementing a productivity improvement project. The savings must be actual, budgeted funds which can be
reflected in the benefiting appropriation and be sustained by auditable records.

Standard Cost
Cost estimated or planned in advance which would be incurred in making a product or rendering a service, under
specified conditions.

Standards Maintenance
The review of methods and procedures in order to determine if changes have occurred since development of the man-
hour standard; and the accomplishment of the necessary work to adjust the standard if methodology or procedural
changes have occurred.
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Summary Standard
Standards developed by the methods and standards staff for performance evaluation at the division, directorate, or
higher level by functional and staff managers. They are derived by summarizing detailed standards for a selected time
frame, usually by dividing the summation of earned hours for a work center or organizational entity by the summation
of a gross workload indicator indicative of work center or organizational entity output.

Unmeasured Man-years
The total man-years (civilian and military) expended by a major command or separate agency or its subelement in
nonmeasurable areas (areas in which no final outputs and corresponding man-years of input can be quantified).

Value Engineering (VE) Discipline
A sequential process for systematically analyzing the high cost areas of functional requirements of DOD systems,
equipment, facilities, procedures, operations, maintenance, and materiel to achieve the essential functions at the lowest
total cost of effective ownership, consistent with requirements for performance, reliability, quality, maintainability, and
safety.

Value Engineering Change Proposals (VECP)
A specific cost reduction proposal, developed and submitted by a contractor under VE contract provisions, which
requires a change to the contract specifications, purchase description, or statement of work.

Value Engineering Contract Incentives
Special provisions in Section I, Part 17, ASPR, as follows:

a. Value Engineering Incentive Clause This clause is used in procurement and construction contracts to motivate
contractors to submit proposals for changes in drawings, designs, specifications, or other contractual requirements for
the purpose of stimulating cost reduction and to provide for compensation to contractors on acceptance of such
proposals.

b. Value Engineering Program Requirements Clause This clause is used primarily in design and development
contracts, and to some extent in production contracts, to require the contractor to perform value engineering work at a
stated level of effort during the course of performance of the contract, and to provide compensation for performance of
such work and to share in savings resulting therefrom.

Value Engineering Project
A project, one of whose primary objectives is to reduce costs, in which appropriate VE techniques are utilized. Projects
may be accomplished by individuals, teams, or task forces. Formal VE projects are those identified as such to or by
management.

Value Engineering Proposal (VEP)
A specific proposal developed internally by Army personnel for total value improvement through the use of VE
techniques.

Value Engineering Task Force
Two or more VE task teams organized under single management.

Value Engineering Task Team
Teams of mixed specialties (normally engineering, production, procurement, and estimating) organized to develop VE
proposals on high cost areas for submission to the appropriate decision making authorities. Normally they are led by a
Value Engineer or a person skilled in engineering and also trained in VE.

Value Improvement
The result of effective VE application to existing management systems, resources, and materiel during all phases of a
program’s life cycle to increase the capability and efficiency of operations, deplete backlogs and/or decrease fund,
time, manpower, and facility requirements.

Work Center
An organizational element of a unit comprised of a first-line manager and his subordinates who usually perform similar
day-to-day work in the same general area. Some examples are: An orderly room, a supply room, paint shop, mess hall,
or message center.

Work Unit
An item of work or unit of measurement selected to express quantitatively the work accomplished in a work area (e.g.,
1 pound of laundry washed, 1 door hung, 1 voucher audited).
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Section III
Special Abbreviations and Terms
No entries in this section.
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RESERVED
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